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AFGiiiiislHip iii Pearl and 
coirtniversial AMP to 


Government bid rumours 

Dr Robert Rmkae,the ' The chainnanof Pearl Grac 


leader of the wotM’s 70m 
Anglicans, isasprovokeda 

pritfimT aq iiBn in BrHain :hy ? • 

criticising Thatcher Govern- 
ment policy, aayfag the coun- 
trywasturning into asodety 
■ of seif-interest and intolerance; 
PiUgeXO •; - j • _ 

Japane*ewin 

Japan’s ruling IiberaiDemo- 
. cratic Party, which safflemst 
its biggaat: ft tw tnral iythftffk 
in more than m years irrihe 
} su mm er, yesterday wim an? 

P important confidence-bmldmg 
by-election victory. Page 4 


Peking sealed off : 

China’s security forces seated ’ 4 
off central Peking, throwing 
a cordon around Tiananmen - •: 
Square for festivities to be 
attended by leaders ceLebrating 
40 yearairf Communist rule. 


-KoNclectionHWo 

Chancellor Beinrat Kohl’s 
Christian Democrats lost ' 
ground hr local West Goman 
councfl elections, computer 
projections showed. , • 

U 3 drags capital 

Los Angeles has claimed the 
dubious honour of being the 
"drug capital of the US” with 
the sfitzh re by federal agents 
lafelastw£dk-ofpver20 tons 
cS cocainefrom a warehouse"' 
north of tin dty. Page S - 
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AMC talks te Ilk - ’ 

South African organisation . . 
with doseties to thernling' 
National PartymetANCmehi* 
hers. Page -1 

Clputhler kffled ; 

Mexico’s o^iosithm Iradorand 
former prcsfrtpnti alcandidate, 
Mr Manoel doathier.was ' 
fciited in n.car.craab. 


Yazov fBosio US r ; . 

Sw)Bi D efeme TUtnis ter Dmitri 
Tazov left for an official visit : 
to die XJS, theiflrsi:^ saci trip 
by a Soviet defence chief. 


President Corazon Aquino of. . 
tha Phili^ines said yesterday - 
her ban on adowing^Oie body 
-of Ferdinand Marcos, the for- 
mer leader, into thecbontiy 4 
was not permanent Page 4 

Israelis Idft four 

Isradi troops shot dead four 
Palestinians ^t«i womrffid22 
m clashes with sitaie-tlmmers 
id the occupied territories. 

TrMaaf cWsff riejburfal 

A txibal chief whowasa dose 
relative ofMrNelson Mandela ; 
was reburiedyesterday , under 
the Bag of the African National - 


3SEXE3ESS 


Satinas de Gortari’s Is expected 
topress far summation wUS 
trade barriers toMextean - 
expmts while inUS. Page 3 

LA FONDIAKIA, FlMnntine 
InfnTTmyft gi tuil 1 eontmTIed 
byPraxuzzi Group, has 
mnonnce d a h roadly-d asqd 
cmporaterestro^nring, 
together vnth moves to raise 
abootJ403m of fresh capital. 
Page 24 . 

WMA, TntoraiHnniil Prlrnttr y 

MarketsAssodatkm (Tpma), 
trade assodatim which over* 
sees rww-issue busin ess on 
Eurobond market, told banks 
they were not obliged to dls- 
dose hbw much of a new issue 
had been distiabatedin the 
. primary market Page 24 

DS cut In captfal gains tax now 
- lookfirlikely thbe amended in 
.Smati j i aa n npsiift of con- 
Dieting messures from the 
Bash Amniniatratton and the 
pesziocrats.Page3 

fllttB.IK fflMi ngBBT.B, Snjfia 
faftng fTjai m A amiBmmta • . 

group, forecasts a bigger rat 
consolidated loss (m its 1SB9 



EUROPE 


Brussels fights for 
takeover bids accord 


Page 6 
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Strike settlement leaves Soviet coal industry in crisis 


«n£ chairman of Pearl Group, 
TMnihn Hnfiand, iiy tn meet Mr 
counterpart at Australian 
Mutual Provident, David 
Anderson, amid speculation 
that AMP is set to make a bid 
worth more than £lbn for the 
UK life insurance company. > 
Page? 1 . 

EUROPEAN Monetary System: 
TteFrenchfranc lost gronnd 
against the D -Mark last wed 

amid growing a pprailattinih that 

West German interest rates 
may be increased. The D-Mark 
has also i mproved against 
othrar EMS currencies, notably 
th« Spanish peseta, as ^jecula- 
thremnds are switched into 
the German tiniL, The latter 
-has now replaced the peseta 
as the most improved c urren cy 
within the system. The Danish, 
krone is the weakest member 
and spent most of the week 

f mrffng ' ffiv mnd tts ma x im um 

diver gence Unite 


By Quentin Peel In Moscow 

TWO MONTHS after a mass 
strike by Soviet coal miners, 
the wifofng industry xs still in 
turmoil, disrupted by the sack- 
ing of old managers, new work 
schedules, lack of equipment 
p p H a phrnnir a hwrt ag ^ of nil' 
way. wagons. 

Production losses are run- 
ning at least 10m tonnes 
behind plan targets and coal 
stocks at thermal power sta- 
tions, and coke-processing 
plants, as wen as household 
and rural supplies, have sunk 
to worrying levels, Mr Mikhail 
Shchadov, the Coal Industry 
Minister, revealed at the week- 


end. 

His picture of an industry in 
chaos comes less than a week 
after another minister warned 
of big production losses in the 
oil aid gas industries, gravely 
compounding the economic 
-plight faffing Mr Mikhail Gorb* 
achev's economic reforms. 

The Soviet leader admitted 
to miners’ leaders in the 
Ukraine last week that the 
country was in “a state of cri- 
sis" and warned that any new 
strike would be “disastrous far 
the country." 

The miners claim the Gov- 
ernment felled to fulfil its 


promises, with supplies of food 
and consumer goods in the 
coalfields still woefully inade- 
quate and slow progress in 
changing the whole manage- 
ment structure of the industry. 
Miners' strike committees will 
be meeting in all the major 
coalfields in the coming days 
to decide whether to call a new 
stoppage. 

Mr Shchadov yesterday spelt 
out in an interview in Trad, 
the trade union newspaper, all 
the promises that had been ful- 
filled, including' wage increases 
crating more than Ibn roubles 
($1.58bn) a year, and an 


increase in the pithead price of 
coal from October L 

He said that three main 
regional coal boards were 
being completely scrapped 
- in Donetsk, Voroshilovgrad 

and Kemerovo. The coal indus- 
try management bureaucracy 
is also being drastically 
pruned, by 20 per cent at 
mines, and 30 per cent at joint 
production associations, to 
meet the workers’ demands. 

However, he also spelt out a 
picture of administrative chaos 
ag gravate d by the strike settle- 
ment - and even more serious 
disruption caused by lack of 


Exodus of refugees heightens 
tension between the Germ any s 




By David Marsh in Bonn and Leslie Colltt In Berlin 

THE THREAT of further 
tenskm between the two Gear* 
manys over the flood of east- 
ern emigres rose last night 
after more than 6,000 East Ger- 
man fugitives crossed to West 
Germany from Poland and 
Czechoslovakia in an unprece- 
dented escape deaL - . 

As the Bonn Government 
stepped tip calls far political 
reforms in East Berlin, flesh 
arrivals of East German reflt* 




sips in Warsaw and Prague yes- 
terday risked exacerbating the 
fnterGerman war of nerves. 

An estimated 300 East Ger- 
mans were last night reported 
to be in the Prague embassy, in 
spite of efforts earner in the 
day b y Czech police to block 
entry. 

The latest arrivals came in 
less than 24 hours after the 
building ~was evacuated of 
about 4400 refugees who had 
been camped out in increas- 
ingly diffiffnlt wmffitinng. Met ro 

than 7Q East .Germans were 
also reportedly seeking refuge 
in Bonn's e m bassy in Warsaw 
last night 

.Uniformed Czech police 
moved in on S atu rd ay night 
after the 4,000 had left, and 
tried to-block the approaches 
to the Pzague embassy. How- 
ever, about 200 East Gomans 
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Exhausted East German refugees cross die railway tracks at Giessen, near FrankfUrt, yesterday 
after aw ii rf ii g by train flam Prague where they had sought asylum in the West German embassy 


ing. TbeA dSB^entrion ended at 
fipm when the policemen in 
' front ed the gate moved aside 
and Ambassador Hermann 
Huber appeared. "For toe time 
being we are letting yon in,” 
he said. 

Other East Germans appear 
to have climbed the fence in 
spite of the police presence. 

Yesterday's events fallowed 
the East German Govern- 
ment's agreement. on Saturday 
to allow the from Bonn’s 
overcrowded e mbassi es in both 
Prague and Warsaw of East 


German citizens seeking to 
cross to fiie West 

East Berlin called on West 
Germany to bar its East Euro- 
pean embassies to would-be 
escapees flam East Germany* 
However, Mr Rudolf Setters, 
ftgjgBpmi Chancellery Minister 
wnoplayed a key rote in nego- 
tiating the weekend releases, 
said B onn' s ffmh««Btes would 
continue their function of 
keeping open German travel 
freedom. “We don't put anyone 
on the street,” he said. 

Mr Hans-DIetrich Genscher, 
fire Foreign Minister, said he 
hoped Mr Mikhail Gorbachev, 
the Soviet leader, would press 
reforms on East Berlin. 

Under the compromise 
between Bonn and the embat- 
tled East German leadership, 
calculated to save face in East 


Berlin, the departures took 
place yesterday in East Ger- 
man t rains crossing to the Fed- 
eral Republic via East German 
territory. Many young East 
Germans, alerted of the break- 
through, jumped aboard, trains 
.as they stopped. jflLjgastXto 
man stations. 

The flood of fugitives from 
Communism, via East Ger- 
many’s two neighbouring War- 
saw Fact partners iHnstrates 
the isolation of the East Berlin 
regime. Including the 24400 
East Germans who have 
escaped via Hungary in the 
past three weeks, yesterday's 
surge took to more than 30,000 
the latest outflows from East 
Germany - comparable to the 
numbers fleeing in the period 
before the building of the Ber- 
lin Wall in 1961. 


Neither Prague nor East Ber- 
lin has indicated plans to limit 
the visa-free travel by 'East 
Germans to Czechoslovakia 
which has made the rush to 
the embassy possible. 

The East Berlin Government 


new equipment and railway 
capacity. 

In the far northern Pechora 
field, in Karaganda, and in the 
Kuzbas where the strike 
started, coal extraction rates 
were now running well below 
last year’s rates, he said. “The 
sitnation has worsened 
because many directors and 
leading specialists have lost 
their jobs at the decision of the 
strike committees, in a show of 
mistrust.” 

Although some of the man- 
agement deserved this, he said, 
in other cases the sackings 
Continued on Page 20 


Pound faces 
uncertain 
week on 
exchanges 

By Alan Pike in London 

STERLING begins a nervous 
and uncertain week today fol- 
lowing Bank of England Inter- 
vention to support the cur- 
rency at the ead of last week. 

Some analysts believe it is 
only a matter of time before 
the British Government is 
farced to raise interest rates in 
order to defend sterling. This 
fear led to falls in British 
share prices last week. 

Starting rose on Friday in 
London by nearly a cent to 
$1.6150 but lost some ground 
against the D-Mark to dose at 
DM34225. The index against a 
basket of currencies dosed at 
9L4, down from 91.6 at the 
start of the day but up from 
9U on Thursday. 

The central council of the 
West German Bundesbank 
meets in Frankfurt an Thurs- 
day and, if the Bundesbank 
decides to increase its interest 
rates, there Is widespread feel- 
ing that this would have a rip- 
ple effect leading to higher 
rates elsewhere in Europe. 

The West Germans have 
faced some pressure from 
other European finance minis- 
tries to hold their rates. At the 
International Monetary Fund’s 
annual meeting in Washington 
last week, Mr Omm Boding, 
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Peugeot 
pay strike 
set to hit 
export 
models 

By William Dawkins 

in Paris 

PEUGEOT expects the first 
shortages of some export mod- 
els to occur soon because of a 
strike over pay, the most seri- 
ous to hit file French car 
maker for five years, which 
goes into its fourth week 
today. 

However, Mr Jacques Calvet, 
Peugeot’s chairman, was refus- 
ing to open negotiations last 
night and inten ds to go ahtwii 
today as planned with the mar- 
keting of a new model, the 605 
-Peugeot’s main attempt so 
far to tackle BMW and Mer- 
cedes of West Germany in the 
executive car market. 

The two factories at the 
heart of the dispute were 
uncannily calm yesterday 
morning as a hardcore of 100 
strikers continued their occu- 
pation of the forge at Mul- 
house, north-east France, 
where the strike started before 
spreading to nearby Sochaux. 

Initial signs that unrest 
could take hold at Renault, the 
French state-owned car pro- 
ducer, appeared to retreat as 
negotiations opened at two 
Renault plants subject to spo- 
radic stoppages last week. This 
hng hpffnmp the most serious 
strike for five years at PSA, 
France’s biggest private com- 
pany, which owns Peugeot and 
Citroen. 

It comes at a time when the 
French car industry lacks the 
capacity fully to service a 
strong upturn in car demand, 
creating a fresh opening for 
imports. Foreign cars already 
account for nearly 40 per cent 
of registrations, a source of 
alarm far the French car indus- 
try. Members of the Govern- 
ment and Socialist Party con- 
tinued over the weekend to 
heap pressure equally on Mr 
Calvet and Peugeot’s unions. 

Whose stance hag hardened in 
recent days, to open talks. 

Mr Jean-Pierre Soisson, 
Labour Minister, was in close 
contact with Mr Calvet and the 
unions but told French radio 


x .- ry 


fltG « 

"hTTmanTterlan* * gesture ahead 
of East Germany's 40th anni- 
versary next weekend. 

The anniversary threatened 
to be overshadowed by the 
presence of thousands of citi- 
zens in the embassies. East 
German Foreign Ministry 
spokesman Wolfgang Meyer 
said East Germany hoped this 
“humanitarian act” would lead 
West Germany to conform with 
"normal international prac- 
tices” in its embassies. 

Berlin’s dfleimna. Page 2 


to raise its interest rates. He 
said be saw no reason far more 
rate increases In Europe. 

Mr Nigel Lawson, Chancel- 
lor of the Exchequer, reported 
to the cabinet on the state of 
the pound on Thursday but 
has not spoken publicly on the 
position since his return from 
the International Monetary 
Fund annual meeting in Wash- 
ington last week. 
Lombard, Page 19, Economic 
Notebook, Page 21, Currencies, 
Page 38 


seemed to be no wish to find 
an accord on either side. 

Mr Jean-Pierre Chevene- 
ment. Defence Minister, said 
“everything could be sorted 
out through negotiations but 
today it seems to be unions 
who are refusing to talk." 

Apart from the political out- 
cry, the first real damage to 
Peigeofs sales is beginning to 
be felt. Sochaux and Mulhouse 
are the two largest of Peugeot’s 
three French assembly lines. 
Continued cm Page 20 


Brussels may reduce tariff on 
imports of semiconductors 



ByTeny Dodsworfb in London 


$2L8m deficit Page 24 
PTft N KKflt TwtemflHrnial, Aus- 
tf nlimi l wrildtag materials Bmd 
resources group, announced 
poorearnings performance. 


Cambodia o ffe na a h fe 

Cambodian guerrillas have ■ 
launched a maJor offensive 


meri t and Crahned to have bafc 
. wayinto a key Jwpt ■■ 
der town. • 

^Threat to sheep . - 

A shipload of Australian sheep 
rejected by Middle East enm- . 
tries was ia.danger of brihg 
slaughtered at sea and tfegfe 1 
carcasses d umped overboaid r: 
unless a home was found for 
them. Page 4 


PTrHAHnBranam | UK entre- . 
prenemvte to announce pur- 
chase by a Japanese company 
of a mfoority stake in V&gta, 
the record, airline and enter- 
tainroent group. Page 9 

ITALIAN Pmnelflmster Gin* 
linAndreotti defended reforms 
of pub& financing for the 1090 
btujget v Page6 

NltXT, fashi rmr^briler, is ‘ 
expected to 4 announce a radical 
restructuring of its business 
when it releases interim profit 
figures on Thursday. Page 7 

ENGINEERING Employers 
P Wforatirm, TTX flRsranatircn 
of engtofieringcompanies, add 
tjutputfromafl engineering 
Industries will be virtually 
static next year. Page 10 


i 'hk EUROP EAN Commission 
Is considering another sweep- 
ing change in its semiconduc- 
tor trade policy wiflr a proposal 
far reducing or ffTfadnating the 
current 24 per cent tariff on 
chip imports. 

There is broad agreement in 
t faft fadriri ry tfiflt thin imtiativ B 
couM lead to a reduction in the 
current tensions over semicon- 
ductor trade issues between 
three Tnafn nWp producer 
zones in the US, Japan and 
Europe. 

But the proposal is unlikely 
to be agreed without a battle 
with European semiconductor 
producers who broadly favour 
continuing import protectian- 

Trade fa se mic o n d u c tor s, the 
basic component building 
blocks of tire electronics indus- 
try, has been bedevilled fay dis- 
putes far the last four years. 
The most serious led to the 
agreement between the DS and 
Japan over' & floor price for 
Japanese-produced memory 
chips, and a promise an market 
access to Japan for US prod- 
ucts. 
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Unlike Europe, neither 
Japan nor the DS have a tariff. 
Yet despite this protection 
given by the duty, Europe 
recently brought an anti-dump- 
ing action against Japanese 
memory chips. Only a few 
weeks ago, the Commission 
reached outline agreement 
with Japan on its own floor 
price moffhaniam to stipulate a 
minimum price for chips. 

This agreement, ainng with 
the decision of several Japa- 
nese manufacturers to estab- 
lish ffhTp 4war u i fa ff tn rin g plants 
fa Europe has helped create 
the opportunity for reducing 
the European tariff. Commis- 
sion docuimaits asking for a 
reaction to a possible cut have 
been sent out to member states 
seeking reaction from industry. 

The initial responses show a 
sharp division betwe en c hip 
users and producers. Computer 
manufacturers and other com- 
panies that need semiconduc- 
tors to assemble into their fin- 
ished products argue that the 
tariff should at least he 
reduced to some 4 per cent 


— the duty on tho most impor- 
tant chip-based sub-assemblies 

— and preferably eliwifnatwi 
altogether. 

These companies say that 
semiconductors, particularly 
memory chips, constitute a 
very large proportion of many 
electronic products. In a per- 
sonal computer, for example, 
they can account for 30-40 per 
cent of the final price. It is 
impossible to compete effec- 
tively, they say, with Far East 
em producers of this equip- 
ment, given the present duty. 

European semiconductor 
manufacturers contend that 
they need continuing tariff pro- 
tection to enable the indige- 
nous European industry to 
develop to a point where it can 
compete on an equal footing. 

In the last five years or so 
there has been a wave of sub- 
stantial new Investment and 

raHnwaliflartinm in thn , forro p pnn 

industry and the Commission 
is backing a big new research 
and development effort that 
could mean the expenditure of 
$4bn over the next few years. 


Two additional reasons 
to book SAA. 



SAANozo 
flies twice 
a week 
non-stop 
to 

Cape Town 





New 

Monday flight ' 
1 through 
/ to Durban J 




Christine Hancock 
takes over as general 
secretary of the Royal 
College of Nursing In 
Britain. With an eco- 
nomics degree and a 
career tn management 
she Is “gamekeeper 
turned poacher.”. 
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»nd choice. Tin™ an nto gnat new anvios: m addaioml ffigta 
to Cope Town phntnattn through service Co Durban. 
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OVERSEAS NEWS 


Berlin’s dilemma grows 
as East Germans go West 


oat in the 
could Team 


By David Marsh in Bonn 

THE TUMULTUOUS scenes in 
the West fl wrmtn embassy in 
Prague on Saturday night were 
described yesterday by Mr 
Hans-Dletrich Genscher, 
Bonn’s Foreign Minister, as the 
“most moving" in his career. 
The cries of elation in the 
Czech capital are likely to echo 
around what appears to be a 
rapidly chang in g political map 
of central Europe. 

Mr Genscher, visibly and 
emotionally reliving his own 
experience as an eungto from 
East Germany in 1952, brought 
the news to 4,000 East German 
fugitives cams 
embassy 
Jot the West. 

One young East German 
from the Prague sit-in, arriving 
in the Federal Republic yester- 
day, joyfully told a West Ger- 
man television team: "Wonder- 
ful! Freedom at last". Her 
words sum up the uplifting 
of the adventure, but 
some of the itfa t nrMng 

imtrilfl. 

a move to end the mount- 
ing danger of overcrowding 
and disease in the embassy. 
East Berlin decided to allow 
out both the Prague refugees 
and 800 more who had sought 
asylum in Bonn's embassy in 
Warsaw. 

The deal was the product of 
several days of contacts 
between Bonn and East Berlin, 

tnr.l lifting Mr Genschflr’s talks 
at the United Nations general 
assembly In New York last 


East Germany manifestly 
wishes to avoid television pic- 


tures sweeping the world of its 
citizens trying to escape in 
droves from the “peace-loving” 
Communist state which next 
weekend celebrates its 40th 
anniversary. 

The clinching factor appears 
to have been the Prague 
emigr&’ comprehensive rejec- 
tion of exit terms offered them 
last week by Mr Wolfgang 
Vogel, the lawyer who is East 

East Germany’s 
leaders face a choice 
between ‘cholera 
and die plague 9 

Germany’s emissary on 

^ u tia y i toy ian misgimn), 

The flow of East Germans In 
special trains to the Federal 
Republic yesterday takes to 
more than 30,000 the number of 
East Germans to have fled to 
the West in September. 

The weekend departures 
may buy time for the embat- 
tled leadership of Mr Erich 
Honecker atman of the 
anniversary parades in East 
Berlin. But it only sharpens 
the dilemma over the future of 
East Germany. 

The gerontocntUc leadership 
faces a choice between what 
one a»wiw Bmn nfBriwI calls 
“cholera and the plague". 

Unlike other East European 
states, which are also scdf re- 
specting nations. East Ger- 
many's state legitimacy rests 
essentially on Marxism-Lenin- 
ism. So genuine reforms of the 


sort seen in Hungary risk can- 
celling out East Germany’s 
birthright and increase the 
likelihood that, in some way, it 
will eventually simply be 
merged with the West 

On the other band, contin- 
ued obduracy or a crack-down 
on dissidents wHL increase the 
danger that discontent could 
bubble up into some form of 
uprising - which would not 
leave Moscow unmoved. 

Mr Genscher, whose per- 
sonal standing in West Ger- 
many seems likely to rise fur- 
ther as a result of his role hi 
the weekend rescue, appealed 
passionately yesterday for East 
Germany at last to join the 
East E urope a n reform path. 

Mr Rudolf Setters, the Bonn 
Chancellery Minister, reaf- 
firmed that Bonn could provide 
East Germany with economic 
help if it put into effect r e form 
measures. 

Mr Setters, who accompanied 
Mr Genscher to Prague on Sat- 
urday "’gw to announce the 
fugitives' release, pointed out 
th at lack of de m oc ratic rights 
in East Germany would only 
Increase pressure for change. 

But, like Mr Genscher, he 
was unable to explain how 
Bonn can work to stabilise a 
country which - by virtue of its 
ultimate political goal of unifi- 
cation - it simultaneously 
wants to undermine. 

As the two men were 
tnTMng , special trains from dm 
Reichsbahn, the East German 
railways, brought die Prague 
emigres to H0& next to the for- 
tified East-West German fron- 



Citizens miss the 
birthday party 


tier in e astern Bavaria. Their 
numbers were swollen by i 
more who boarded at the 
wiftm to fn Chechos lo vakia, or 
who climbed aboard as they 
passed through East Germany. 

One young man appeared on 
West German television to say 
that he had heard via Western 
television on Saturday night in 
Dresden that the train was 
passing through his home city 
on its way to West Germany. 
He simply went to the station 
at 2 am and hitched a lift to 
the West 

As the floodgates to the West 
appear to open, many t h ousand 
ordinary «h« I n East Ger- 
many who, up to now, have 
been reasonably content with 
their lot, will now wish they 
had followed this young fugi- 
tive’s example. The worrythat 
latent East German dissatisfac- 
tion could increase uncontrol- 
lably is one fear uniting both 
Bonn and East Berlin. 


Bonn Foreign Minister Hans-Dletrich Gengcher and Chancellery 
Mi n is ter Rudolf Setters' speak to journalists after felting East 
German fhgftives in Prague they could leave for the We 

East German 
Exodus 



By Leslie CoMt in Berlin 

TBE PROSPECT of cefeijntbv 
. East Germany's 46th anniver- 
sary 

on thousands raitemfirens in 

the West German embassies in 
Prague and Warsaw; was too 
bleak for the East German 
leadership. 

Instead, East Berlin cut its 
losses and agreed to let -needy 
4,000 East Germans in the 
embassies out to West Ger- 
many, But this left unsolved 
the JHamna of the more t h a n 
500 East Germans who are 
escaping dally to the West via 
Hungary. 

East G e r many has resisted 
damp in g dawn an travel to 
Hungary , but many East Ger- 


’’ Thus, Mr Erich NOrike, the 
Interior Minister, last week 
accused the hew countrywide 
opposition, movement New 
Forum of being controlled -by. 
the West Earlier, his ministry 
branded- it “subversive”, Mr 
Gfinter Mittag, responsible for 
the economy in the ruling 
poiitburo, Mr Hermann. Aren, 
the poiitburo member in 
charge of Interna t io n al rela- 
tions, and the Prime Minister , 
Mr Willi Stoph, til spoke but 


after October 7. 

The beleaguered East Ger- 
man leadership under Mr 
Krff ft ffnt mcfcgf is not to be 
envied, m the West, dynamic 
and prospe rou s West Germany 
exerts an irresistible magne- 
tism on. most East Germans. hi 
tiie East, the leadership is 
increasingly Isolated by Its 
reform-minded Warsaw Pact 
allies, the Soviet Union, 
Poland and Hungary. 

Mr Honecker has chosen to 
batten down the domestic 
hatches against reforms while 
presen ti ng a conciliatory face 
to West Germany. There is 
remarkable manfanlty in the 
East Berlin leadership that 
increased economic co-opera- 
tion with West Germany is 
essential if the. centrally- 

planned East German ecmmmy 

Is to survive without major 
reforms. 


But the buds of dissent were 
ng within the leadership 
Mr Hans filodrow, the 
party leader in Dres- 

and a dark horse 

candidate to succeed Mr 
said on a visit to 
West Germany that “deep 
thought” would have to be 
given to the reasons why so 


tag the country. 

Rank-and-file members of 
the party too were rebelling 


in which the leadership 
refused to acknowledge that it 
had made mistakes. They 
urged Mr Honecker step 
down in favour of a man fihe 
Mr Modrow who could begin 
tiie process of r eforming . 

The leadership, however, 
appeared confident that it 
could squelch forces for 
change in the establishment as 
tang as pressures for reforms 
within the population did not 
rise. East Germans who were 
strongly - opposed to til 0 
regime, however, were simply 
making their views known by 
leaving the country. 


WORLD ECONOMIC INDICATORS 


TRADE STATISTICS 

UK (ton) 

exports 

Imports 

balance 

Auq.’SO 

TATS 

8J72 

-£296 

July *89 June *89 
- 7.706 7.818 

10.190 8.790 

-248S -1.974 

Aug. *68 
6-845 
8J506 
-1.661 

Japan (USSbn) 

exports 

Imports 

balance 

22896 

16.585 

+6531 

22.032 
16666 
+ 5.466 

22.267 

18-519 

+5.748 

21.899 

14447 

+7.6S2 

US (She) 

exports 

Imports 

balance 

July '80 June *88 
30.736 31.280 

38.317 39.293 

-7.581 -8.007 

May ‘80 
30.455 
40634 
-10.078 

July *88 
26.613 
35-074 
-8.481 

W. Germany (DMbn) 

exports 

imports 

balance 

54w2Q 
4230 
+ 11.9 

5830 
43.50 
+ 128 

51.70 

41.50 

+10.2 

4850 
3720 
+ 123 

FVanca (FFrtm) 

exports 

imports 

balance 

91-67 

09.06 

-7.48 

07.51 

1004 

-3L09 

9294 

sens 

-8.75 

81.48 

86.78 

•430 


Protesters remember Chernobyl at Minsk church service 


A THOUSAND peapJ 
the main Catholic church in 
Minsk yesterday to pay tribute 
to victims of tiie Chernobyl 
mipjiMr disaster, a day an 
unprecedented protest march 
through the city. Renter 
reports from Mfnefc. 

Kalvuriskii Church was over- 
flowing with people, many 
wearing armbands with radio- 
activity symbols. They sang 
hymns and said a prayer for 
those who died or suffered 
from radiation in the AprlLr 
1986 accident 1 


“We must not forget the . 
ferings that occurred*,”.- 1 
priest Ysn Adamovich, told 


tiy» Ip botb PnM 

and Byelorussian. Hundreds of 
people stood outside the 
church, unable to get in. 

On Saturday, more than 
15,000 demonstrators igtiored 
an official bauLpAd 
rain to Durcf^loaK 
demanding, .that local authori- 
ties do JEQttre to riMH up the 
Chernobyl aeddent 

For four hours they chanted 
“Datarn with Sokolov" - a ref- 
,rirence to Yefrem Sokolov, the 
republic's party chief - and 
cheered calls for tiie prosecu- 
tion of those who were running 
the republic’s government at 
ih » time of t he disaster. 


Thirty-one people died in the 
1986 explosion and fire at the 
Chernobyl nuclear power 
plant, which lies in the 
Ukraine a few miles south of 
Byelorussia. :• • 

Seme 160,000 people from the 
two republics were evacuated 
immediately after the disaster 
but Byelorussian activists say 
Bits was not nearly enough. 

They want half a million 
people to be moved out of con- 
taminated zones. They say chil- 
dren are already suffering from 
leukaemia as a result of the 
accident. 

In August, the pfHHai news 
agency Tass appeared to con- 


firm some of their fears, saying 
one-third of Byelorussia was 
stilt by and 

suggesting a farther 100,000 
people should be moved from 
thefr homes. 

At a news conference on Sat- 
unlay, scientists and activists 
the republic of 10m people 
would face disaster unless mas- 
sive steps were taken to clear 
up the wwBwHmi . 

At another meeting with 
reporters yesterday, people 
from the areas hit by radiation 
condemned officials' refusal to 
move them and accused the 
Byelorussian government of 
trying to hide the seriousness 


of the contamination. 

The weekend meetings in 
Minrit were organised by the 
Byelorussian Popular Fraxt,.a 
mums mn wnnant which BM 

seized on public suspickm that 
the Government withheld 
infonnation about the extent of 
the Chernobyl disaster. 

The protesters said officials 
had harassed organisms <rf the 
campaign to clear up the 
affected areas. . 

So much protest Is rare in 
Byelorussia, a western Soviet 
republic where conservative 
Communist Party leadership 
has lnng rinmppj down OH dlS- 
senL 
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ENJOY WORKING 
AND I LIKE 
BREAKFAST BUT I NEVER 
MIX THE TWO.*)*> 

I've always wondered how people can 
talk about business when what they're 
really concentrating on is getting the right 
amount of butter on their toast. 

lb me a working breakfast, or one that 
works for me, is a breakfast that gives me 
time to compose myself and relax before 
die day begins. 

This morning was perfect. I told the 
waiter when I had to leave, everything 
came in plenty of time without my having 
to ask for it and I didn't have to talk to 
another soul until Td finished. 

By the time I’d left the Marriott I was 
ready for anyone . 


Amman • Amsterdam • Athens ■ Bremen - Cairo * Frankfurt • Hamburg - Jeddah - London ■ Munich • Paris » Riyadh ■ Vienna * Warsaw • For Details And Reservations At All 
Marriott Hotels Call London (uk) 01*439 0281. Toll Frhe= Germany 0130 4422. France 19 05 90 8333. Italy 16 78 76022 Over 200 Hotels. Worldwide. H O f fiLS - ' resorts 
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Senate expected to amend US capital gains measure 


ByPetorRIddafl, US Editor,. In Washington 


THE TEMPORARY , two-year cut in 
US capital ‘gains . tax ap p roved last 

Se^now totdiaBkely 
to toe Senate as a result of conflict 
3 ~ ssuresfrom the Bosh^cbninic- 

amp.'"-'? * ^ ; '- '. :'.-■ 

TBft aforin&tzatkm wfttdd Hke to 
make the reduction pennanent, and. 
wfolethe Senates Democratic leader- 
ship opposes a reduction in capital 
gatosterT*tenow,its main attack ia 


version 


on : the cnt-and-increase 
approved fay the House. 

Senates 1 George Mitchell. the Demo- 
cratic" majority leader, yesterday 
elaSmeii to have the votes to stop the 
^Houseplan, though he accepted uat& . 
htdnber : of Ids fellow Democrats 
favoured some farm of capital gains 

dl ffn rantfol 

■ The Senate Democratic teatArshtp 
wffl propoee -an extension of taz relief 
an saving via individual 
account8,but, nidflw the Home Dem- 


ocratic leadership, this will not 
involve a controversial increase in 
income tax on the wealthiest 

instead, it will be financed by a 
variety of measures not Involving 
new tax increases such as extending 
the telephone excise tax. Senator 
Mitchell said the vote would be very 
rlnsp on gnmte modified ca pital gains 

plan. 

The most likely outcome is that 
there will be a limited, permanent 
reduction in capital gains tax and tax 


relief will be extended on individual 
retirement accounts. This will, how- 
ever, do nothing for reducing the bud- 
get deficit pud tt may sour, relations 
even farther between the admtn- 

jg*-rnKnn and thfi mngrwsnnnal leader- 
ship. 

The temporary cut in the tax passed 
by the House was sharply attacked by 
Senator Mitchell as “bo wrong for the 
economy- It will do for the deficit 
what crack does for the user; a quick, 
short high followed by a long pafafc i 


evidence on Friday to the Senate 
Finance Committee, Mr Nicholas 
Brady, the Treasury Secretary, noted 
the criticism that the House version 
would only cut tar until rtift will 
of 1991 (after which it would be raised 
from a maximum of 19.6 to 28 per 
cent, though it would then be infla- 
tionproafed). He hoped that “we’ll do 
better than that in the Senate and try 
and even out that proposition to give 
a longer-term view.” 


Tax will still be among world’s highest 


ByPatorRUMf 

THE CAPTTAI/ gains tax rate 
in the US has. been among the 
highest in tbe indnstriaused 
wnddj and wiB- . still, be at the 
highland of the range even if 


CAPITAL GAINS TAX <%) 

C omparis on of Indlvldiial T a x ati on of Capital Gains 

in 1080 


the -House of Representatives 
an Thursday are a p pr o ve d by 
theSenate. .. •*. ; - ' 

The accompanying' table 
shows the. maximum rates in 
the main todnstrialieed. coun- 
tries. But as the lengthy notes 
. indicate, it is; difficult to mnim 
exact comparisons because .of 
varying levels of exemption for 
gahu; and d if fe rin g atti- 
tudes to -profits -'restOfing from 
inflation.. - - ; - 
- Consequently, toe high nom- 
inal rates in; both. Australia 
and the UK- are somewhat mis- 
leading since in both cases 
gains are toflaticn^proafecL * - - 
. similarly , under the US pro- 


by the House, 
once t be maximum capital 
gamsxate has been raised from 
the proposed, temporary 19.6 
per cent to . 28 per cent at the 
end of .3931, p H rfit* 
resulting from inflation wifi 
not be" taxable. < 

However, not only wfil the 
temporary cut apply only to 
long-term gains (that is, an 
assets held for more than a 
year), but the post-1991 infla- 
tion proofing will also apply 
just to assets acquired after 
that date and held for more 
than a year. 

■ . The temporary cat will not 
cover an assets but just securi- 
ties, commercial and. residen- 
tlaL prop er t y and timber (the 
latter a sop to- southern Demo- 
crats .who provided the key 
votes last Thursday). Collect- 
ibles- such as art and antiques 


Colombia drag suspect 
to go 


By Sarita Kantian In Bpgota 

THE BIGGEST catch so. far hi 7 
the drag war may go free 
because It seems theca -are no 
outstanding charged against 
him m Cplombia or th e U S. * 

just 

in the Ecuadorean town of Tnl- 
mm, has been finked to the 
Medellin cartel - in several 
poftce investigations, but has 
never stayad in jail for loDg. 

. . - SErForras was jailed In Iinm 
on- cocaine tEdSamg cbaigBS 
in 1978, bfo escaped. He ' was 
also jafled by f MrnnWan police 
in early 1987 and released by a 
military judge, despite requrats' 
forhia extradition to Peru. BBS 
name Was mentioned repeat- 
edly in cases connected^ with 
the murders of prominent fig- 
ures, such as Justice Mhifeter 
Bodrigo Lara BbxdUft. .. 

Drug investigators believe hie 
started on the processing side 
of the cocaine business based 


to Letida, where tto frontiers 
of Peru, Brazil and Colombia 

-meet at the Althou gh 

he is apparently going to be 
returned to Cofonfoia, Mr Par- 
ras may :turn out to be an 
embarrassment for the antboci- 
ttes untess the US can produce 
a case against him within a 
tew days. - 

• Los. Angeles has claimed 
'the' fell*™ * 1 lmniiiii* of being 
. drug capital of the US, wtm 

the seizure by tedeaal- agents 
on Satur day of mote than 20 
tons, of cocaine from a ware- 
bouse north of ^ the etty, Louise 

if rfihp reports. 

. The20-t(Hi haul, pronmtedhy 
altilHrff frmn local residents, te 
. the biggest on reeord, officials 
said. They “conservatively 1 * 
es tim a t ed the edudesale value 
of the drugs at $2bn (st ohn), 

- hut Los Angles pohee said it 
had a street value of to 
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DIRECT FROM 
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performance with classic style. Thedwtincfive shape 
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are ew^nded, 

An objective of both the 1986 
tax reform in the US and the 
1968 changes to the UK was 
neutrality - that is, no bias to 

- femnr nF pMuty huyimp nr wmi. 

taL 

Hence, the 40 per cent 
maximum rates in the UK 
apidy to both and therefore 
provide no incentive fin: inves- 
tors to shift from either on tax 
grounds. 

The proposed temporary cut 
to the US rate win breach that 
principle; as reformers such as 
Senator Bill Bradley have been 
pointing oat, though the 
present intention is that neu- 
trality will be restored after 
1991- 

Advocates of a lower rate of 

wipte^l gafng feyy argue that thg 

higher nominal rate of tax in 

tha US thaw In fiS Tnarn rtm- 


petitors raises the cost. of 
ca pital — that is, the pre-tax 
return on a new investment 
required to cover the purchase 
price of an asset, the marke t 
rate of interest, inflation, 
economic depreciation and 

tarot 

According to data prepared 
by file American Council for 
Capital Formation, the pretax 
return, excluding economic 
depredation, was 5£6 per cent 
to the US in 1967, compared 
with 439 per cent in West 
Germany, 338 per emit in the 
UK, and 2.76 per cent in Japan. 
The most significant factors 
contributing to these 
variations are dWaranrA^ in 
real interest rates and tax 
codes. 

Federal tax policy was 
responsible for j ^wnanmg the 
user-cost erf capital for equip- 



Short-Term 

Maximum 

Long-Term 

Maximum 

Period To OoaBy For 
Long-Term Treatment 

US (now) 

33 

33 

None 

Australia 

5025 

50.25 

One Year 

Canada 

1993 

19-33 

None 

Franca 

16 

16 

None 

West Germany 

56 

Exempt 

Six Months 

Italy 

Exempt 

Exempt 

None 

Japan 

S 

5 

None 

Netherlands 

Exempt 

Exempt 

None 

United Kingdom 

40 

40 

>i-_- 

rtone 


US: Dm namftnl rate for gtfns la 28 per cm. but Dm mvninBl m»ri!MttpraMn!toS3par 
cant for ahiflta panda batwaan tM JOO and SB3.130; 

AMbaNK tntUrxbv] la aBPwod on lon ptam i aakia; 

Can ittla- nseldonta ai* ailowad a Bfathna eapMal saina nxampbo n at >84,700; 

Franc* gatna from procasda at up to S42.700 an au a m p t in a gtvon taxabia yarn 
Weal G ermany. Sw drat SS32 at stiarMenn cafittal (pdna U axnmpl from tax: 

IK only gate and team accrued since 7982 am taxed wflh gate al nc a 1882 being 

ram. 


ment by about 23 per cent from 
1961 to 1986, mainly as a result 
of the reduction of various 
Investment incentives 
reversal of changes beneficial 
to business which woe intro- 


duced to the first Reagan bud- 
get in 198L 

ff fl ap rmHjflftnn is prolnriad , 

the pre-tax return required by 
an investor rose by nearly 90 
per cent over the period. 


Salinas seeks talks 
on US trade barriers 


By Richard Johns in Mexico City 


ELIMINATION of US trade 
barriers to Mexican exports, in 
particular steel and textiles, 
will be at the top of President 
Carlos Salinas de Gortari’s 
agenda during his state visit to 
US this week. 

Other main topics for discus- 
sion are greater co-ordination 
in the struggle against drug 
trafficking, the treatment of 
migratory workers in the US, 
and the protection of the envi- 
ronment along the frontier 
between the two countries. 

Mr Salinas left yesterday and 
was to have informal talks 
with Mr Bush at Camp David 
before the state visit officially 
starts tomorrow, when he wfil 
be received by Mr Bush at the 
White House, marking the 
excellent relations established 
since the two leaders* adminis- 
trations came to power at the 
turn of the year. 

It is planned that seven 
accords will be signed after a 
short working session by sepa- 
rate joint committees and an 
official meeting between the 
two heads of state. One of 
them is expected to cover an 
exchange of information on the 
laundering of profits from nar- 
cotics trafficking. 

In what was dearly meant to 
be a curtain-raiser to the visit, 

and as if tO araphaaigp Maxim 's 

entitlement to special treat- 
ment muter the General Sys- 


tem of Preferences, the author- 
ities in Mexico City publicly 
burnt on Friday what was 
claimed to be six tons of pure 
cocaine, 358 kg of dried mari- 
juana, and nearly 358 kg of 
opium gum and heroin, 
together with 672 psychotropic 
drugs. 

Senior Mexican officials say 
Mr Salinas's main concern is to 
obtain better access to the US 
market for steel manufactures 
and textiles. 

Mexico also been seeking 
a framework agreement on 
trade defining more clearly 
what access Mexican goods 
will have in future, not the 
least for the sake of potential 
investors, national and foreign. 

Apart from steel and textiles, 
the other important sectors in 
this context are motor parts 
and petrochemicals. Cement 
has also become an issue with 
the recent move by producers 
in Texas, Florida, New Mexico 
and Arizona. 

Mexican steel exports have 
been subject to the just-expired 
Voluntary Restraint Agree- 
ment and countervailing duties 
on subsidised production. 

Textile trade is governed by 
a binational accord under 
which Mexican manufacturers 
have been able to fulfil more 
than go per cent of quotas for 
only 20 out of 120 product cate- 
gories covered. 


GLOBAL INTEGRATION THROUGH OVERSEAS INVESTMENT 


ADVERTISEMENT 


Balancing 
Flexibility and 
Prudence 

As one of Japan's largest sogo shosha or trading houses, 
Sumitomo Corporation is riding the boom in Japan's services 
sector, which is ushering in a new era of growth. Sumitomo 
Corporation's President and CEO, Thdashiltoh, explains. 

B? Brian Robots 



Mg Ikissti hob. President and CEO, Sumitomo Corporation 




' Robbts: What have been 
the most significant recent corpo- 
rate developments at Sumitomo 
Corporation ? 

Boh: As you are aware, the 
main function of the sogo shosha 
in Japan is the trading and distri- 
bution of goods. But, with the 
structural change under way in 
Japan, and the growth of the serv- 
ices sector we have had to change^ 
and WC. are em p hasi sing the SO- 
cafled industries. 

Our main role still remains 
trading, but what we have added is 
iovesttnenl to new areas. Of course, 
with trade pressures, the tack is 
now to sell mare goods domestical- 
ly. In. the past, we needed to know 
the production capabilities of sup- 
pliers, bat now we need much 
mare knowledge of the needs of 
coasamecs, and much of our new 
investment is in do w n stre am areas 
of the services sector; 


Surging Counter-Trade 
Activities 

A third vety important area to 
the past tew years is counter-trade. 
There are more than 90 countries 
that prefer to pay in goods, not 
cash. We at S umi to m o Corpora- 
tion have detailed information on 
tens' of thousands of customers 
around the world, and wc have a 
unique capability of being able to 
handle any type of goods. 

So, by foc us sing on these 
three areas, mdng our integrated 
strengths across a broad range of 
industries, we wifi be able to 
achieve further sustained growth 
well into the next century. 

Robins: Specifically in the so- 
c a Ued soft areas of industry what 
areas are you focussing on? 

Bote The so-called soft areas 
are of the gre a test importance to 
our future 


Service Sector 
. investments Surge 

The one area in the service 
sector doing wry wdl now is cable 
TV. Our decision here hi contrast 
to others who have focussed on 
satdfite^ is to target the program- 
ming and software end of this 
industry. So, write doing several 
things ranging from programming. 


dire c t investment to new cable TV 
systems, and even using oar exper- 
tise to offer consulting services. 

There are also some selected 
projects in the property develop- 
ment sector in Japan, one being a 
¥400 billion commercial-residential 
project on the waterfront only a 
short distance from Tokyo Station. 
There are also others, involving 
marma developments around 
Japan, as we prepare for an eta 
where leisure plays a greater part in 
fife in Japan. 

Robins: One area of growth in 
recent years has been Japanese 
companies investing offshore. 
What role is Sumitomo Corpora- 
tion playing? 

Itob: There are several ways we 
are working with companies mov- 
ing offshore; With some, we are 
investing directly. For companies 
without direct experience overseas, 
we can provide executives, for ex- 
ample, while in other areas we are 
developing real estate to service the 
needs of groups investing directly 
overseas. 

One typical example is a new 
distribution centre in Thailand, 
winch will play an imp o r t a nt role 
in the local economy. 

Robins: As a trading company 
how is Sumitomo Corporation in- 
volved in the high-tech industry? 

Boh: For many of the new in- 
dustry areas we are moving into, 
advanced technologies play an im- 
portant role; And dearly; we are 
active in seeking out new technolo- 
gies which may be of advantage to 
our clients. 

With specific regard to the 
United Kingdom, we have in- 
troduced- new safety systems devel- 
oped fay the UK Atomic Energy 


Agency; which will have a strong 
impact on improving environmen- 
tal safeguards. Its systems also 
have some application to chemi- 
cals, biotechnology, aviation and 
other industry areas. 

• As well, we have taken up a 
small equity to Cefltech, a biotech- 
nology research operation, and we 
are the agent for its technology 
tore in Japan. 

In the cancer research fidd we 
have forged key alliances with the 
Imperial Cancer Research Fund 
Technology and also the Cancer 
Research Campaign Tfechnology, 
along with the Medical Research 
Council, where we are its agent in 
Japan. 

In our traditional trading 
co m pa n y operations, we are en- 
gaged to a variety of projects 
sourcing foreign high-tech goods, 
and supplying them to local buyers 
in Japan. 

Robins: M&A has become in- 
creasingly popular in Japan, what 
role does it play in Sumitomo 
Corporation’s strategy? 

Itob: We would not get in- 
volved where it becomes trading 
companies like goods — buying and 
selling simply for profit. Wrive 
seen the entire situation of LBO*s 
as defensive manoeuvres. In its 
wake; the company’s borrowings 
increase, which weakens both the 
company, and also the industry. 
Clearly we are not interested to 
that. 

But wc will consider opportu- 
nities on our own as a means to 
expand our business, or expand 
our distribution capabilities. 

Robins: One area where 
Sumitomo Corporation has been 
extremely active recently is in rais- 


ing fresh capital. Can you provide 
some detail s? 

Boh: As you may know, we 
have a reputation for having the 
best financial structure of any of 
Japan's sogo shosha. 


Active Fund Rasing 

Programme Completed 

In March this year, we raised 
¥100 trillion through the stockmar- 
ket hoe in Japan, another ¥100 
trillion was raised through a 
domestic- convertible bond issue; 
ami a further US$15 billion 
through a warrant bond issue in 
Europe; In total, we raised approxi- 
mately ¥400 billion (£15 billion). 

These various issues have 
helped to expand our equity base; 
and the funds have been used to 
broaden our trading business, as 
well as to finance new investments. 

If market conditions axe at- 
tractive again in the future; then we 
will raise more equity over tim e, 
bat it really depends on. the 
market 

Robins: There has long been 
speculation that Japan’s sogo 
shosha will move further into the 
fidd of financial services. What 
is your view at Sumitomo 
Corporation? 

Boh: I can't speak for the 
other sogo shosha, but from my 
perspective; we will not make such 
a big push into this fidd. But we 
wifi use our strength in trading to 
grow further in the future. 

If we were to move further 
Into financial services, we would 
have to compete directly with the 
trust banks, city banks, securities 
co m pa n i es and the like; 


Strength in Financing 

Rather, we would prefer to 
stick to areas of our own strength. 
As you know, there is a strong 
financial component to our busi- 
ness, and we have accumulated ex- 
tensive knowledge in this area, but 
to go from this to begin specialis- 
ing in the financial services sector 
is quite different. 

In selling goods, we must offer 
very competitive financial terms, 
and we must have digt ii yi financ- 
ing capabilities, which we have. 

Robins: How would you de- 
scribe your management approach 
here at Sumitomo Corporation? 

Itob: There are two sides to 
our corporate philosophy, which 
has been in use now for 400 years, 
and has worked wefl. 
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Prudent and Flexible 
Approach 

One part is befog very prudent 
and, in some ways, quite conserva- 
tive; That is demonstrated by our 
financial condition, for example; 
which is very sound. 

The other ride to this is to 
respond constantly to changng 
times, which requires foreright and 
flexibility: This is demonstrated by 
our activities now in moving fur- 
ther into the services sector. 

Robins Given the extraor- 
dinary political developments in 
central Europe, together with the 
changes under way in both the 
USSR and China, this presents 
many opportunities for Japan's 
trading houses. What is your view? 

Boh: It certainly has been very 
interesting watching recent events 
unfold. Look at Eastern Europe; 
where we have been involved for 
some time; We foresee excellent 
opportunities emerging there. 

Also, with the USSR. Tb the 
extent that perestroika succeeds, 
this will create additional opportu- 
nities; even though we have not 
sem much pfoangg to date. 

China is a sHgbtfy different sit- 
uation, where economic change 
proceeded faster than political 
change, and moved too far ahead 
producing destabilising results. We 
certainly hope that China achieves 
stability quickly, so that it, too, wifi 
produce additional opportunities. 
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Fed checks 
BNL clearer 
in effort to 
unravel deals 


By Alan Frtec&nan 
in Washington 


FEDERAL Reserve Board 
inspectors probine some $3bn 
worth of unauthorised Iraqi 
loan commitments by the 
Atlanta, Georgia branch of 
Banca Nazionale del Lavoro 
(BNL) have combed the books 
of the Wall Street he adqua r ters 
of J P Morgan, the bank which 
cleared a substantial part of 
the transactions. 

The scandal over BNL’s Iraq 
lending has already prompted 
the resignation its two top 
executives in Rome and the 
sacking of half its Atlanta 
staff. 

It has also prompted growing 
concern among Western Gov- 
ernments that up to $lbn of 
the BNL Atanta funds were 
used to help Iraq procure sensi- 
tive military equipment and 
technology. 

Although the Fed declined to 
comment on the issue, it is 
understood that the purpose of 
the inspection by the Fed’s 
supervisory department has 
been to reconstruct a c 
web of financial d 
between Atlanta and Iraq. 

Morgan said of its rote as 
clearing frank for BNL Atlanta 
that it had provided "only rou- 
tine collections and payment 
services and normal extensions 
of overdraft credit of modest 
amounts and short duration as 
necessary to facilitate pay- 
ments.” 

Morgan is understood to 
have engaged in clearing trans- 
actions on behalf the Italian 
bank's Atlanta branch over a 
17-month period up to July 
1989. passing on payments to 
the Iraqi central bank and 
other banks. But the New York 
bank said its rate as clearer did 
not include providing any of its 
own funds for BNL’s tending or 
trade financing activities. 

Mr Luigi Sardelli, former 
head of BNL’s North American 
operation, said at the weekend 
that he Sever knew” that Mor- 
gan was acting as dearer for 
the Atlanta 

It has meanwhile emerged 
that BNL is Kkely to disburse a 
farther $S60m of Atlanta-gener- 
ated loans despite growing 
international concern about 
the scandal. BNL has already 
out $1.85bu of its total 

3bn of Iraqi loan commit- 
ments. 


Peking’s birthday fireworks 
parody June 4 clampdown 


By Peter Efflngsen in Peking 


TIANANMEN Square was 
rocked by explosions and spec- 
tacular flashes of light yester- 
day as China’s leaders, in an 
unconscious parody of the mili- 
tary clampdown four months 
ago, stage-managed a theatri- 
cal extravaganza to celebrate 
40 years of communist rule. 

Not since tanks and troops of 
the Peoples’ Liberation Army 
fired at random on prodemoc- 
racy demonstrators on June 4 
had the sky above Peking's 
central square reflected such 
activity. 

Yesterday, it was a harmless 
fireworks display, meant to 
mark four decades of New 
China, but as a boycott by 
many Western embassies testi- 
fied, tise birthday “bash” was 
haunted by memories of die 
massacre. 

Though the weapons of secu- 
rity forces patrolling the 
sqoare were silent, their pres- 
ence was evidence of the tac- 
tics used to crush dissent. 

Authorities feared the event 
would be used to protest at the 
slaughter, but with invited 
"guests only” crammed into 
tiered seats in front of the Pear- 
bidden City, there was no devi- 
ation bum the official script 

Dominated by colour and 
spectacle, the weekend's festiv- 
ities were designed to evoke 
something like the Seoul Olym- 
pics. But with the content 
orchestrated and wooden, they 
aided up suggesting the rigid- 
ity of Pyongyang. 


Young girls in pressed tunics 
executed choreographed rou- 
tines on tire Square, heavily 
made-up children .aped nation- 
alistic patomimes, and ever- 
where there were paeans to the 
Party. On the wall of the Acad- 
emy of Social Sciences, where 
academics had draped slogans 
calling for political reform, 
there were pesters attacking 
"bourgeois liberation”, or 
Western values, and in most 

hutongs (lane ways), Party- con- 
trolled work units had 
arranged tor the patriotic dis- 
play of flags_ 

fftnna cm its fortieth anniver- 
sary was stable on the surface 
but shaky beneath. With Deng 
Xiaoping, the paramount 
leader, struggling to balance 
divisions within the new lead- 


over how tor to take the purge 
of liberal elements, the country 
has still to recover from the 
horror of June 4. 

The Tnoo Deng wants to suc- 
ceed him - Party chief Jiang 
Zemin - hinted at the bard 
line to be followed, in a nation- 
ally-broadcast speech in which 
he used the terminology of the 
1960s and 70s to attack Western 
attempts to "subvert” China’s 
Government »nti bring in capi- 
talism. “Hostile forces, Interna- 
tional as well as internal, are 
still engaged in activities of 
sabotage and subversion." the 

Party chief aaM, 

Drawing on phrases rarely 
used rftMW rtig tfnd of tile Ifan . 


1st era more than a decade ago, 
.Bang said Qjina was engaged 
in a “serious class struggle*, 
and would "isolate and attack 
the handful of hostile ele- 
ments” behind tile democracy 
movement 

Acknowledging there was a 
difference of opinion on how to 
Implement economic reform, 

hft «afri Tr mrtemfeflrtnn to China 

would be governed by commu- 
nist ideology and not embrace 
“total Westernisation”. 

The speech was harsher than 
many expected, and gave the 
strongest indication yet that 
the Party was serious about 
purging liberals, re-establish- 
ing central control and 
restraining growth to limit pri- 
vate enterprise and stop infla- 
tion. 

In an at -tim es -emotional 
Jiang, said: *Tf China 
doesn’t persist in socialism, 
and instead (returns) to the 
capitalist road, the majority of 
the people can only be reduced 
once more to an extremely 
Impoverished status”. 

Economic reform and the 
<men door policy would con- 
tinue, Jiang went on, noting 
that some Western ideas on 
democracy and legal proce- 
dures could be used. “But they 
must not be copied indiscrimi- 
nately.” 

The line was echoed last 
ni ght by Li Feng, the. Prime 
Minister, who began an 
address to VIPs by paying trib- 
ute to Chairman Mao Zedong. 


A soldier tings that popular number "Without tteConumxmist Party There Would Be 
No New China" at yesterday’s a nniversa ry celebrations inPaking 


Li conceded mistakes had 
been made and signalled that 
political indoctrination, largely 
abandoned in recent years, 
would return, by telling 
schools they should give "top 
p ri ority to fostering a firm and 
correct political orientation 
and work hard to tram a new 
socialist generation”. 

LI blamed Zhao Ziyang, the 
disgraced former Party boss. ' 
for fermenting the "tiznnazl n , 
but jrwUratfong am that Deng 
has decided against putting 
Zhao on trial and wiQ- instead 


twhfa hi m 

• About 5,000 HongKong resi- 
dents braved squafiy rain to 
mark tim 40th anniversary of 
the founding of Communist 
China with rallies protesting 
a wriiKt the J une 4 faffiwp in 
Tiananmen Square, Reuter 

fiyi q Wong Ifnng 

The demonstrations drew 
only a fraction of the crowds 
y«m hi June and July when up 
to a million people took to the 
streets to expren-harrat and 
grief at tiie brutality of China’s 
crackdown on the student-led 


prodemocracy movement 
police, tearing a repeat hoe- 
tiie. protests which took place 
on Friday, damped tight secu- 
rity around the New China 
News Agency (NONA), Osina’s 
unofficial embassy. The build- 
ing has become a focus for 

antiPektog protest in this Brit- 
ish colony that reverts to Chi- 
nese rule in 1997. 


Only a handful of protesters 
had turned by late afternoon to 
demonstrate outside the 
ly -shuttered NONA b 


Rebuke to Lebanese Christians 


By Lara Marlowe in Taft, Saudi Arabia 


A DIMINUTION of the political 
power of Lebanon’s Marosite 
Christians is the likely out- 
come of the meeting of Leban- 
ese MPs which is being held in 
Taif, Saudi Arabia. The meet- 
ing entered its second day yes- 
terday. 

Prince Sand aFFsdsal, Saudi 
Foreign Minister, told journal- 
ists yesterday: "We have 
started by addressing the 
inter-Lebanese problem”. This 
was a veiled idmkB to Hazo- 
nite Christians who maintain 
t hat then is no i nfa^TAanpafl 
conflict but only a conflict 
between Lebanon and Syria. 

Xt also implied that the issue 
of the withdrawal of 40^)00 Syr- 
ian troops from Lebanon will 


not be addressed in detail at 
this conference. 

None the less, sources dose 
to Marordte sail! that 

Prince Faisal assured Chris- 
tians Georges Saade and 

Mirbri SaaatoP in a 2%-faOUT 
tti noting ntn Friday Wi ght, Hnrf tf 

the Christians would agree to 
the Arab League’s plan for 
reforms, Saudi Arabia would 
guarantee an eventual Syrian 
withdrawal 

Except for the opening meet- 
ing on Saturday morning at 
which Prince Faisal and Mr 
Hussein TTiiraefni, the parlia- 
ment's Speaker, g ave the only 
speeches, the debates have 
been dosed. Saudi officials 
s tre s s that they are "informal” 


rather than “secret” . 

Mr Saeb Salam, the 84-year- 
old Sunni Moslem who has 
twice been the Prime Minister 
of Lebanon and who has been 
living in Switzerland for seven 
years, issued a written appeal 
to " our M arootte brothers” for 
moderation. • 

A Sarah hudnnimptal in set- 
ting up this meeting of Leban- 
ese pa rliampiitarfaiTui imM it 
could succeed where others 
have tofled because there: has 
never before been such an 
tnt fl m a timrai consensus on the 
need to end Lebanon’s .civil 
war;' and every party to past 
fighting, including the Druxe, 
Pales tinians and HlzboUah, 
were "tired and cornered.” 


Japanese ruling party scores 
important by-election victory 


HALF-WAY 


BETWEEN EUROPE 




AND ASIA, 

ONE OF THE MOST 


DYNAMIC BANKS 


IN EITHER. 


We’re Interbank. Turkey’s leading 
corporate bank. 

We’re among the largest underwriters 
of corporate new issues in Turkey and 
most active in foreign trade financing. 

And we’re leading the way in capital 
markets, mutual funds, investment and 
private banking, as well as privatisation 
issues. 

Why are we so successful? 

We are, we believe, well-managed. 


forward-looking and responsive. 

We do have a vision for Turkey and 
we’d like to share it with you. 

Talk co us. 

You’ll find us innovative, energetic 
and very available. 

In fact, we’re available today at; 
Buyukdere Caddesi 108/C, Esentepe, 
804% Istanbul Or ring Mr. Kemal K dp- 
riilii, Vice-President, Head erf World 
Corporate Group, on Istanbul 172 68 32. 



INTERBANK 

TURKEY’S LEADING CORPORATE BANK. 


ByStefan WagsJyf In Tokyo 
JAPAN’S ruling Liberal 
Democratic Party, which 
suffered its biggest electoral 
setback in mare than 80 years 
in the summer, yesterday won 
an- - - important 
confidence-bunding by-election 
victory. 

The .result, in Ibaraki 
Prefecture, north of Tokyo, 
reflects a modest decline in 
public anger at toe financial 
and sex scandals which have 
plagued the party over the past 
year and a growing acceptance 
of an unpopular consumption 
tax. 

The verdict also shows a 
measure of disillusion at tire 
failure of the . opposition 
parties, led by the Japan 
Socialist Party,- to pre s ent - 
coherent alternative policies to : 
tiie LDP. - 

The poII will boost the LDP's 
efforts to rebuild support in 
advance of the next general 
election. which has to be held 
by summer . 

Last July, the party 
narrowly lost the contest for 
Ibaraki during the national 
election for the upper house of 
the Diet (Parliament). 
Yesterday It won the fight for a 
lower-house seat by a 


comfortable margin. With 98 
per cent of the votes counted, 
tiie successful LDP candidate 
had 460,883 votes, against 
387,928 for the socialist 
runner-up. 

• The party cannot afford to be 
complacent — Ibaraki, a 
constituency of countnflde and 
small towns, was once an LDP 
stronghold. 

Yesterday’s victory, with a 
winning margin of Just over : 
70,000 votes, would once have 
b een reg arded . as • a 
disappointment 

Mr T huhlki Kaff h, the prime 
minister, last night hailed the 
result as an important success 
for tiie LDP. Socialist party 
toadere-sald toe-verdict was 
“yery regrettaMeJk 

■The -most hmneulate eflectof ; 
the poll will be to strengthen.: 
LDP morale in the Dirt, which 
re-opened last' week after a 
long summer recess.- Mr Haifa . 
was due to mate a key policy 
speech today. 

Opposition parties have 
staked much on bills urging 
scrapping of the consumption 
tax, generally seen as the 
single biggest cause of the 
LDP's defeat in July, when it 


lost control of the 

Opinion polls In recent 
weeks have shown a growth In 
acceptance of the LDP's 
arguments that the tax should 
be reformed rather than 
abolished. Yesterday's poll 
bears this out 

Ibaraki voters, questioned by 
Japanese reporters, often said 
they accepted- the LDP’s 
arguments that tiie income 
from the tax was necessary. . 

What they objected to most 
was the way the tax had been 
introduced - without enough 
public consultation - and' the 
way it was applied to items 
such as food. 

The by-election is a personal 
triumph for Mr Katftt Ifmeans 
bis re-electioir tuC -party 
president, due ndd mbteh, te 

likely -to be .4^ formality. It 
should strengthen his hand 
against party elders who have 
sought to control his Cabinet 
behind the' scenes. 

For Miss Takako . Dd, the 
socialist party leader* the 
Ibaraki polTis a satback, The 
party did well in the summer, 
but this time, ter appearances 
in Ibaraki were not enough to 
sway the electorate. 


Prosecutors 
clash with 
Seoul MPs 


By Maggie Ford in Seoul 


CONFRONTATION between 
South Korea's Parliament and 
its prosecution officials is 
inevitable following the 
Prosecuto r-Gm ieral’s refusal to 
aepfiot a BiiiiHwinii to testify 
before the National Assembly. 

The two opposition parties 
yesterday said they w6uld 
Amwiri the resign a tion of Mr 
Kim Ki Choon,.. the 
ProsecuforGcaeral who, they 
charged, had given up the 
prosecution's duty of political 
neutrality and was proving the 
greatest obstacle to democratic 
rf mwgnp in the country. 

The Prosecutote’ office has 


played a leading role in a 
ersekdown init 


Itiated by 
hardline members of the 
Government over the past six 
months. 

Prosecutors have approved 
the arrest of thousands of 
students and workers, many 
charged with breaking the 
Draconian National Security 
law. 

Last week, tiie Prosecutors 
said they were investigating 
2 i MtrwKwrg of Parliament for 
alleged offences relating to 
bribery, influence, peddling 
and unauthorised contacts 
with North Korea. 

They have also taken a hard 
fine in the courts, dem andi n g 
the death sentence for three 
students allegedly involved in 
an incident earlier this year in 
which seven riot policemen 
were 

Under the South Korean 
constitution, the National 
Assembly is entitled to 
summon whoever it likes to 
give . evidence to its 
committees. 

But the ProsecutorGeneral 

^deiKf^io^the* Assembly’s 
Legislation and Judiciary 
committee,, hot the Labour 
committee which has issued 
the summons. 

Five Opposition members of 
the Labour committee are <m 
the list of MPs who are bring 
investigated by the 
prosecutors. 


Barrett enters NDP race 


By Hobart Gibbons in Montreal 


MR David Barrett, the populist 
Premier of British Colombia 
from 1972 to 1975, has Jumped 
into tiie Federal New Demo- 
cratic Party leadership race 
with a denunciation of Quebec 
and a call for Canada to lead "a 
war on global Dollution.” • . 

Mr Barrett, who now repre- 
sents a Vancouver constitu- 
ency in the Federal Parliament 
in Ottawa, has strong hacking 
from Western Union leaders 
and from a group of Federal 
NDP caucus members who are 
-worried about the line-up of 
Ieadershte nnnHilafaa 

Mr Edward Broadbent, Fed- 
eral NDP leader since 1975, 
resigns from the Commons 
effective Dec SL The party did 
poorly in terms of seats in the 
1968 Federal election, despite 
his personal poplarity. He has 
represented toe industrial con- 
stituency of Oshawa, Ontario, 
for 21 years. 

The NDP convention starts 
November 80 in Winnipeg and 


Mr Barrett's entry, into the 
leadership race will guarantee 
national attention. He favours 
a modified Meecfa Lake consti- 
tutional agreement but wants 
the deadfinefor signatures 
extended beyond next June. 

But he warns that western 
alienation is ns dangerous as 
Quebec's threat to separate if it 
does not get special status and 
other concessions in the Meach 
Lake Agreement 

The NDP has failed misera- 
bly to mate any headway in 
Quebec, primarily because of 
its centralist political position. 
Mr Barrett’s entry. into the 
leadership race will not make 
its task any easier. 

The Canadian Labour Con- 
gress and other Ontario NDP 
groups are leaning strongly 
towards Mr Robert Rae, who 
now leads the NDP in the 
Ontario legislature. 

NDP officials say Mr Rae 
will almost certainly jump Into 
tire race later this week. 


Cargo of sheep left at 
sea after Suez decision 


By Tony WaRror in Cairo 


A SHIPLOAD of Australian 
sheep rejected by Middle East 
countries was in danger of 
being slaughtered at sea and 
their carcasses dumped over- 
board u n les s a home was found 
for them, an agent for the Ital- 
ian owners warned yesterday. 

The agent of Siba, an Italian 
shipping and livestock com- 
pany, said that fodder on board 
el Cordero, would start run- 
ning out on Tuesday . R would 
take at least two days to pro* 
vide the sheep with more feed. 

- El Cordero, was escorted by 
gunboat from Egyptian territo- 
rial waters early last week 
after Egypt refused passage 
through the Suez Canal. The 
ship was in international 
waters about 50 milre south erf 
Port Suez. 

Siba had planned to t ransf er 
the sheep to two mailer ves- 
sels to be transhipped through 
the canal for sale in Europe. 


The agent skid his company 
had appealed to Canberra to 
make the strongest representa- 
tions to secure passage 
through the canal “ft is now 
up to the Australian Govern- 
ment,” he said. 

In Cairo, a spokesman for 
the Australian embassy said 
Egypt had been asked to allow 
the sleep through the «mai j 
but there was no sign yet of an 
end to the impasse 


El Cordero’s shipment was 
rejected by both Saudi A rab ia 
and Abu Dhabi ra the grounds 
that the sheep were diseased . 
But officials of toe Aust ralian 
Meat and Livestock Corpora^ 
tion in Bahrain strenuo usly 
deny that the gnimaiq are in 
any way contaminated. 


Mr John Wotton of the Meat 
and livestock Corporation 
that the sheep would not be 
allowed to dle on the hi gh seas. 




Broederbond 
meets ANC\ .v 


in England 



terday, — „ _ - ; 

The news of the me eting 
between toe secretive | Afrite- 
ner Broederbond and the Al®3 
was further indicatio n of s fe* 




niftcanfc 
South A — 

The Broederbond gi 

Jed bF Mr Wimple Do — r 
brother of the neW South Aftj- 
can State President, and am-- 
sists of prominent figures 
behoved to be dose to senior 
government ministers. ■ 

- t Phww> include Mr Geaxit VB- 
joen, toeCrastitatraiml Han- . 
mpg Minister, who is spear- 
heading negotiatio ns - w ith 
Macks over a new constitution.-. 
He is also a former ch atn nqn; 

of the Broederbond. _ ■ j. - - : 

The ANC delegation is befog; . 
led. by a senior member of tta ' 
executive, Mr Thabo Mbekfc:. , 
who is regarded as a Hkrty sac-’ . 
cessor to the ailing Mr Oliver 
Tambo as president. 

According to the Johannes? 

nrg Sunday 


mavementm 



m-w® 

2frr_ .-•‘i '- - 


5T.V-.-J. y-— m 






<---t • "S’ T. - 


•V-’ V 


burg Sunday Times, several 
prominent Afrikaner aca d eme 
leswm be among the Broeder- 
bond delegation, including ; 
Stellenbosch University Rector 

Professor Mike de Vries and 
philosophy professor Willie . 
Esterhuyse. The latter is . 
viewed as particular ly fr npoy- 
famt to influencing government. - 
thinking. 

... A Foreign Office s po kes ma n 
in London said: “We are aware 
of tiie meeting. But it is not 
being organised by -the British 
government We have no infor - 
mation about the nature of the ; 
talks.” 
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Brazilian inflation 
hits 36% a month 



Inflation in Brazil has hit a 

new record rate of 36 per cent a , 

month ( up from 29 pear dent in 
August, forcing the Govern- 
ment to launch another cairn 
paign to persuade business to 
moderate price rises, Ivo Daw* ■ 
nay reports from. Hie de 
Janeiro. - 

-Mr Malison -da Nc 
Ftoance Minister, will 
hold talks with top industrial- 
ists; but remains adamant in 
refixring to adept any ’heroic 
measures” to stem the tide of 
increases." 

- instead, the minister has 
merely promised to slow the 
rate of increases in the 
sector tariffs and __ 
price, ami fiscal controL 
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MwwwandTokyo 


The Commnnist Party daily - 
Pravda arid yesterday that the ^ 
Soviet Union and Japan were 
actively seeking a way to sign V 
a poat-war peace treaty andh . 
confirmed that President M3k- ; > 
hail. Gorbachev, toe Soviet 
leader, would visit Tokyo izLr 
1991, Renter reports from ' 
Moscow- - • ' 

Pravda also discussed thd: 
SovtetJapanese ten d over four f 
Wlarvfw in -fits Kurile to- 

far. mote , relaxed terms, than^ 
previous Soviet media rqnrta'v 
on the suhfecL 


Polisario ends . 
unilateral truce 


The Polisario Liberation Front. " 
which, has been fighting: - 
against Morocco for toe indev- 
pe nde nce of toe ffoioHr Span- 1 
ish colony of the Western - . 
Sahara since 1975, has Onded-v 
the unOatexal truce it declared-; 
nine mouths ago, Frands Ghi- . 


‘r f-. 


The Front claimed in a awh- * 
munique at toe weekend to ; 
have captured an observatiori'::.- 
post in the . Dahlon region a 
week earUrt, blown mi a muhL 
tlons dump and kmed four 
Moroccan soldiers. The Moroo- 
can Forces Arudes Royalre 
declined to comment.. 


Aquino reviewing 
ban on Marcos 


Preside nt Co razon Aquino of 
the Fhihppines said yesterday 
her ban an allowing the body 
of F erdinand Marcos, the fbr- 
mer leader, info the country 
was not permanent, ami that 
she would respect whatever 
ruling the Supreme Court 
made, Reuter reports from 

Vice-President Salvador Lau- 
rel, a leader of toe political 
o ppos ition to President 
Aquino, said toe ban was file- . 
gal and would be challenged 
through a petition to be toed 
with the Supreme Court on 
Monday. 




ANC burial for 
tribal chief 


A tribal chief who was a dose 
relative of Mr Nelson Mandela 
was reburied yesterday, under 
the flag cf the African National 
Congress, Patti Waldmeir 
ante foam Umtata. 

Ihe funeral of King Sabata 
Dalindyeho, a Xhosa para- 
mount ddef and member of the 
same royal house as Mr Man- 
dela, was held at the royal 
burial ground of the Thembu 
dan outride Umtata, capital of 
the nominally independent 
black hnmpltmrt /if Trarwkrf . 
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and bolts. His capital’s tied up in trucks. He must have a screw loose. 

need tobuy anything larger than a moped. Yet this madcap manufacturer has spent vital capital on a fleet of trucks and the men to drive them, 
hew tools, more machine operators, even a larger factory. Obviously he hasn’t heard of BET. Our transport people could provide him with a tailor-made 
to keep his warehouse costs down and his deliveries on schedule. We can also give him tighter control over his business and his balance sheet by 
I;- taking care^f other support services. His factory could be maintained by our specialists and guarded by our security men. His staff could have new threads. (Courtesy of our work 


m j ■ ■ Arid he could "wash Kw of any cleaning problems. Because if he spends time inspecting washrooms instead of washers he really is nuts. For more words of 

wifdmn House, Piccadilly London W1X 6 AS, or phone 0800 01 01 22. You take cam of the core business. Well take care of the chore business. 


BET 


i ® r f EATUI£ B ABOVE AIE UNITED TRANSPORT. SHORROCK GUARDS AND SECURITY SYSTEMS. INITIAL TEXTILES AND INITIAL CONTRACT SERVICES 
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EQUITABLE-LORD REALTY CORPORATION 

Ib fhs Holders of B* 

10.15% Notes duo December 30, 1992 
10%% Notes doe December 30, 1995 
10%% Notes due December 30, 1997 
(collectively the “Securities") 

Notice of Assumption of OUgafione 

by 

THE EQUITABLE LIFE ASSURANCE SOCIETY 
OF THE UNITED STATES 

Notice is hereby given that The Equitable Life Assurance Society of the United 
States {“Equitable”) has elected to assume the obligations of Equitable-Lord Realty 
Corporation (the “Company") under the Securities and any coupons appertaining 
thereto and the Indenture between the Company and Chemical Bank, as Trustee, 
dated as of December 30, 1985 (the “Original Indenture”). Pursuant to Section 701 
(1)(6)0)(t>) of the Original Indenture, Equitable will by an indenture supplemental to 
the Original Indenture (the "First Supplemental indenture”) executed and delivered 
to the Trustee assume all of the obligations of the Company under the Securities 
and any coupons appertaining thereto and the Original Indenture, excluding the 
provisions of Sections 1006 (restriction of Company activities) and 1010 (agreements 
of the Company and its creditors not to institute bankruptcy proceedings) of the 
Original indenture. 

Such assumption will become effective on October 25, 1989 (the “Assumption 
Date"). The 1 0%ftb Notes due December 30, 1 995 and the 1 0%% Notes due December 
30, 1997 (the “Euronotes") wfll continue to be listed on the Luxembourg Stock 
Exchange under the former name followed by the new one. 

The assumption by Equitable of the Securities requires neither an exchange of 
Securities nor that the existing Securities be stamped in anyway. Pursuant to Section 
705 of the Original Indenture, upon such assumption by Equitable of the Securities, 
all Holders of Securities will, following the Assumption Date, have the option to present 
any Securities they hold to the Trustee for notation of the assumption by Equitable 
of such obligations. The presentation of Securities for purposes of notation may be. 
made in person at the office of the Trustee, located at 55 Water Street, Corporate 
TeXers, Room 234, New York, New York USA, or by maH c/o Chemical Baric, P.Q. 
Bax 25983, Church Street Station, New York, New York 10008. Such presentation 
may also be made in the case of the Euronotes at the specified offices of the Raying 
Agents set out on the reverse of the coupons appertaining to the Euronotes that are 
payable to bearer. 

As permitted by Section 706 of the Original Indenture and Paragraph 13(a) of the 
Lease Agreement between the Company and Equitable, dated as of December 30, 
1985 (the “Lease”), Equitable intends to cause the Lease to be terminated effective 
on the Assumption Date. 

AvaBafaiftv of Documents 

Copies of the First Supplemental Indenture will following the Assumption Date 
be, and copies of the Original Indenture are, available for inspection at Banque 
Internationale a Luxembourg SA, 2 Boulevard Royal, Luxembourg. 

EqtHtabte4jorcl Realty Corporation 

Dated: September 25, 1989 


REBEMPTfON NOTICE 

7b die Holders of 

Ralston Purina Company 

12% Notes due November 28, 1994 

NOTICE IS HEREBY GIVEN that pursuant to the Terms and Conditions of the above- 
described Notes (the “Notes"), Ralston Purina Company has elected to redeem all of the out- 
standing Notes on November 28, 1989 (the “Redemption Date"), at the redemption price of 
100% of the principal amount thereof, together with accrued interest to the Redemption Dare. 

On November 28, 1989 the Notes shell become due and payable. The Notes will be paid 
upon presentation and surrender thereof, together in the case of a Bearer Note (“Bearer Note"), 
with all uiimarared coupons appertaining thereto, failing whith there shall be deducted from the 
redemption price an amount equal to the face amount of all such missing coupons. Payment on 
the Notes shall be made in such coin or currency of the United Stares ofAmerica as at the time 
of payment shall be legal tender for the payment of public and private debts and will be male 
either (a) in the case of principal and interest with respect to Notes issued m registered form 
(“Registered Notes") Citibank, NJL, Corporate Trust Services 111 Wall Street, 5th Floor, New 
York, N.Y. 10043, IISA^ or (b) in the case of Notes issued in bearer form (“Bearer Notes”), 
with the appurtenant coupons maturing subsequent to the Redemption Date, at the main offices 
of Citibank, N-A. in London, Brussels, Paris, Frankfurt/Main, Amsterdam, Milan, Citicorp 
Investment Bank Luxembourg or Citicorp Investment Bank Zurich. 

Payments at the offices referred to in clause (b) above will be mode by a United States dollar 
check drawn on a bonk in New York Gty or by transfer to a United States dollar account 
maintained by the payee with a bank located outside the United States. 

Goupoos due on or before the Redemption Date shall be payable only upon the presentation 
and surrender of coupons for such interest (at an office or agency outside the United States). 

On and after the Redemption Dote, interest on the Notes will cease to accrue. 

The conditions precedent to this redemption have occurred, and Ralston Purina Company has 
elected to redeem me above Notes. 

By. Ralston Purina Company 


Dated: October 2, 1989 


NOTICE 


may be required by the Interest and 1 

has the correct taxpayer identification number (social security or employer identification number) 

or exemption certificate of the Payee. Please furnish a properly completed Form W-9 or exemption 
certificate or equivalent when presenting your Notes for payment within the United States. 


GILT-EDGED GIFTS 
FROM THE FINANCIAL TIMES 


The exclusive FT Collection has an 
unrivalled reputation lor business gifts 
which both enhance efficiency and 
reflect good taste. 

Our near, free catalogue for 1890 has 
something to salt all tastes, all 
budgets.. .diaries, organisers, portfolios 
and much more. 

Useful additions to the collection 
include the FT Appointments Diary, the 
FT Wallet Diary, the FT Slimline Pocket 
Diary, and an extended choice of 
accessories In the FT Essentials range. 

There are substantial discounts, 
too - up to 25% on orders of 25 items 
or more (not necessarily of one type 
or range). 

Gilts can also be personalised with 
goldstamped initials or company logos. 

Send tor your FREE FT Collection 
catalogue now. Write - or send your 
business card - to: FT Collection, 
7th Floor, BO-64 Broadway, London 
SW1H0DB. 

Alternatively, phone 01*799 8002. 

I Please send me the new, FREE g| 
| FT Collection catalogue. j 

HAW f 


OOMMHr 


ADDRESS 


POSTCODE 


n tower umjauROH cm, beobtebed omca number one, 

SOUTBtiWUt BBIDG& LQHDOW HU IIU SH Ett&AHD K 0 . 89 Q 3 K. 



OVERSEAS NEWS 

Brussels fights for accord on takeover bids 

Commission will have a hard task bringing states into line, RiehardLam bert write s 

A ^nnmxT m* —,i«, im M u. oUaMw> tw. And Tndnntrv is. ursine the In Its cprrent_pr^g™9. ^ 

to 
of 


COMMON set of roles 
govern the conduct 
^ takeover Mds across 
Europe is now being debated in 
Brussels. Free movement of 
capital and the growth of 
cross-frontier acquisition s are 
what make such rules neces- 
sary, But the European Com- 
mission will have its work cot 
out to bring the member-states 
inline. 

The UK is the most outspo- 
ken critic of the draft directive 
on takeover bids, which was 
published earlier this year. Mr 
Antony Beevor, director-gen- 
eral of the London Takeover 
Panel, told a committee of the 
European Parliament in Sep- 
tember flint the proposed rules 
would do considerable damage 
to the UK. “Substantial amend- 
ment is required, which goes 
beyond simple drafting 
changes," he added. 

Other member-states, such 
as West Germany, France and 
the Netherlands, also object 
strongly to various parts of the 
draft directive. But their com- 
plaints are mainly about points 
Of Hatflil. _ 

For the UK, the position is 
much more serious. The direc- 
tive threatens the whole basis 
on which takeover rules are 
organised in the City, and in 
its present form would make it 
impossible to maintain the 
present informal, nonrstatutory 
approach to regulating bids 
im?) deals. 

The detailed clauses of the 
dir e ct i v e are, from the British 
point of view, reasonably 
nn controversial. They reflect 
many of the rules of the UK's 
existing takeover code; empha- 
sising the Importance of equal 
treatment for shareholders, 
and the need for independent 
advice, laying down a time- 
table within which bids must 
be competed, setting out the 
circumstances in which full 
takeover Mds become manda- 
tory. 


But the: 

British is that tire directive, 
once agreed, would have to be 
backed by the force of law 
within each number-state. .. 

This in turn would mean 
that decisions of the takeover 
authority could be challenged 
in the courts. According to Mr 
Beevor, that would be “more 
than just an inconvenience". 

It “would mean tire end of 
the panel’s ability to react flex- 
ibly and rapidly to 


circumstances,” he says, 
it would encourage the use of 
tactical litigation, during the 
course of takeovers." 

An important part of the 
panel’s work at present is to 
offer informal guidance to com- 
panies about bids, based ra a 
set of general principles on 
which the Takeover Code is 
buift. . 

The panel claims that its 
freedom to follow the spirit 
rather than the strict letter cf 
the rules mates it possible to 
adapt quickly to changing cir- 
cumstances. 

Its findings are subject to 
judicial review, but only after 
the bid process is complete. 
The courts can tea the panel 
not to w«»Ttp t hy fiamg mistake 
again in the fixture, but they 
cannot apply their findings to 
bids which have been com- 
pleted. 

According to the British, all 
this would be overturned if the 
panel lost its present status 
and became an agency backed 
by statute. General principles 
would be replaced by detailed 
legislation. 

- Companies would no longer 
be able to rely on informal 
advice about now to conduct 
themselves in a bid. 

Litigation would become a 
common feature of takeover 
tactics, aimed at delaying- a 
bidder oar else throwing a legal 
*wire across a defender’s 


and Industry is urging the 
Commission to change the 
di r ec ti ve in two respects. It 
wants the rules to Include a set 
of five general principles, 
baaed on .those found in the 
Takeover Code, and a state- 
ment Amt the takeover author- 
ity in each, member-state 
should have powers to dero- 
gate from (he strict letter of 
the law where to do so would 
uphold the general principles. 

It wants ah undertaking that 
member-states *■ should be 
allowed to restrict the extent 


in iw — tLni ha 

irswa® 

they had actually been com- 
SefcaL The debate then would 
be about the extent to which 


take retrospective action-^ 
While the British are attack- 
ing the broad principle afj the 
directive, 

are unhappy with some °£ u*® 



So the De par tm ent of Trade 


MOPEAN 
MARKET 


to which takeover decisions 
can be appealed to the courts, 
provided that the takeover 
authority has-a< decent fafawimi 
appeals procedure In placa 
The current betting in Brus- 
sels is that the British win not 
be allowed to get away with 
this. For one thing, the Com- 
mission is very uneasy about 
the idea that general principles 
shonld.be allowed to override, 
detailed directives. For 
another, its starting point is 
that to the last resort all direc- 
tives must offer aroote to the 
European Court’ 

So does this spell deadlock? 
Perhaps not The bureaucrats 
are well aware of what the 
British keep reminding than: 
that around four-fifths of take- 
overs within the Community 
arise in London, and. that the . 
UK has by far the most tried 
and tested approach to take- 
over regulation. 


One of the most rontrov^- 

aial proposals is that bidders 
which acquire more than a 
third of the voting sharesm a 
company should he obliged to 
pmtoi an offer for all the rest 
The West Germans ftartijrt 
this would encourage hostile 
bids, to which they are insane 
tively opposed, and that it 
would also mate life difficult 
for West Germany’s universal 
■ banks, which have large 
long-term holdings in the 
equity of many companies. 

■ The French think that a 
requirement to buy 100 per 
cent of the outstanding shares 
would be too onerous for the 
bidden a two-thirds holding 
might be more equitable. 

Another unpopular clause 
proposes that companies 
ahmid not take action to frus- 
trate a takeover once it is 
under way unless their share- 
holders approve. 

One technique is to put lots 
of new shares carrying voting 
rights into friendly hands once 
the battle starts. The Dutch are 
among those who would be 
unwilling to give up this. 

Other issues lurk around on 
the margin. Both the Economic 
and Social Committee and the 
Parliament would favour the 
inclusion of some kind of reci- 
procity clause in the rules: if 
you could not buy a company 
in, say, Switzerland, then a 


Andreotti defends budget 6 to avoid bankruptcy 1 


By John Wylea in Rome 

A 1S90 budget pur po rti ng to be 
“the most serious attempt of 
the decade to reform Italy’s 
shaky public finances” was 
defended at the weekend 
as a necessary move to 
avoid “bankruptcy’' by Mr 
Glulio Andreotti, the Prime 
Minister. 

to a televised address carried 
by the state’s three national 
networks, Mr A ndreotti 
warned that interest payments 
on the government’s debt were 
now costing LSOOfan (£13Sm) a 
day. 

the buStet as^^reasonabte 
balance of sacrifices in the 
common interest. 

Requiring seven separate 
legislative initiatives, the 
budget seeks LIXSOObn of extra 
revenues and L8,5Q0bn of 
spending cuts, to lower the 
public deficit from 11 per cent 
to 10.4 per cent of gross 
domestic product 

The cabinet has relied on 
some old staples to boost the 
Treasury’s income, such as 
increasing tariffe and duties on 
petrol products, electricity and 


sack government documents 
as passports, to bring in nearly 
half of the new revenues. 
The other half seeks its 
yield from a reduction of the 
scope for tax evasion and 
avoidance. 

Confindnstxia, representing 
private-sector industry, quickly 
complained of further bruising 
to its competitiveness brought 
about by lower tax subsidies 
on its social security payments 
and a trimming of generous 
depreciation allowances. 
Together these should cost 
industry around L2500bn. 

to a sure sign that they see 
political trouble ahead to the 
parliament over this L20,000bn 
manoeuvre, Mr Andreotti and 
his economic ministers are 
seeking to use Italy’s European 
Community obligations as 
Justification. 

Further accumulation of 
debts would make Italy a “dead 
weight” to the Community, Mr 
Andreotti warned, and strong 
measures had to be taken to 
the year when Rome is to 
assume the EC presidency. 

to an attempt to bolster the 


credibility of the Italian 

prewi flgnpy V amhitinruf tn lead 

the Community towards 
greater monetary integration 
neon Ady next year, Mr Guido 
Carii, Treasury Minister; let it 
be known after the 'budget, was 
a pproved by Cabinet an Friday' 
night -that Rome hoped to . 
abandon its remaining 
restrictions oh capital 
movements before the July 


a symbol of relative weakness, 
could not be sustained during 
the ECb looming negotiations 
on steps towards monetary 

imwn. 

; Opinion at the top of the 
Treasury seems to favour a 
two-stage approach which 
would first phase out the 
existing residual exchange 
cointrofa forbidding the opening 
.of hank accounts abroad «nd 


1 GOVERNMENT ECONOMIC FORECASTS 1 
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He also confirmed that by 
then tiie ttrawoukt give up its 
medal privilege within the 
European Monetary System. 
Untu the Spanish peseta’s 
recent arrival in the currency 
system, tile Kalian lira alone 
has enjoyed a special freedom 
to oedBite within 6 pear cost 
limits of its EMS centnd rate. 

Rome has long known that 
thiB privilege, which has been 


the purchase of short-term 
foreign securities. 

After allowing the lira a 
period of adjustment to full 
liberalisation with Its 6 per 
cent EMS safety net, Italy 
would then apply the 2L25 per 
ceto band of osdllation applied 
to other curre n cies^ except the 
peseta, in the exchange rate 
arrangement 

In fact, the lira has been 
kept within this band over the 


Oslo, Moscow to resume 
Barents Sea talks soon 


By Karen Fossil In Oslo 

NORWAY and the Soviet 
Union are to resume talks tide 
autumn to Oslo over a 15-year 
dispute on where a demarca- 
tion line to the Barents Sea 
should be drawn. 

The two countries have been 
at odds over the demarcation 
of the Barents Sea comprising 
a disputed area covering 
155,000 sq krn. 

Norway favours a median- 
line principle which follows 
the Geneva Convention of 1985 
and the 1982 United Nations 
Law of the Sea Convention. 

This puts the boundary far- 
ther east than the sector-line 
principle which is favoured by 
the Soviet Union. 

Last year, Mr Nikolai Ryzh- 
kov, Soviet Prime Minister, 
called for Norway and the 
Soviet Union jointly to admin- 
ister” the disputed zone cm a 
fifty-fifty bates as an area of 
economic cooperation. 


N< 
ft cVtaf 


however, has made 
iat it will not accept a 
rive arrangement for 


Norway’s main goal is to 
achieve a permanent demarca- 
tion. 

After this autumn's meeting 
in Oslo between the two coun- 
tries, another meeting is sched- 
uled in Moscow far early 1990. 

The two meetings are meant 
to lay the groundwork fear a 
meeting between the country's 
two foreign ministers, for 
which a time has not jet been 
decided. 

Both Norway and the Soviet 
Union are exploring for oil in 
the Barents Sea. . - 

The Soviet Union to 1982 
irionHflari a natural gas struc- 
ture bordering the median line 
to the southern part of the Bar- 
ents Sea, and both countries 
have stepped up exploration 
activity in the area. 


SHIPPING REPORT 

Tanker market holds firm 
but rates refuse to rise 

By Kevin Brown, Transport Correspondent 


THE tenVur market continued 
to hold firm overall last week, 
and there was a significant 
h npmpiffini ?n .fc to d eman d In the 
Mediterranean. But rates failed 
to rise in most loading areas. 

Brokers said the decision by 
the Organisation of Petroleum 
Exporting Countries (Opec) to 
increase its production ceiling 
by lm barrels per day to 205m 
b/d was unlikely to have much 
impact on the tanker market, 
since production is already 
pmning at around b/d. 

In the Middle East, there was 
less interest in Very Large 
Crude Carriers (VLCCs) than 
in previous weeks, but rates 
remained reasonably steady. 

A vessel of 275,000 dead- 


weight tonneswas fixed from 
the Gulf to the West at New 
Worldscale 49, and Japanese 
charterers concluded a number 
of deals at rates between New 
Worldscale SSLS and 575. 

Demand for smaller vessels 
Increased as the week wore on, 
and ships to toe 80,000-tonnes 
ftimw were being fixed to tire 
East at around New Worldscale 
ISO. 

In the Mediterranean, VLCCs 
were in strong demand at Sidi 
Kerir and Ceyhan, ami Exxon 
fixed a ship of 293,000 dead- 
weight tonnes to the US Gulf 
at Worldscale 545. 

Two ships were fixed lor the 

cross-Mediterranean Journey at 

NWS 140. 



OKG AKT1EBOLAG 

(Inc or porated in Swedmwkh OmSedHabSUy) 

Notice to the holders of the 
U.S.$50,000,000 Retractable Bonds 1997 

NOTICE IS HEREBY GIVEN to the holder* of the USSSO ,000,000 Retractable Bonds 1997 (the 
“Bonds”) of OKG Akdebalag (the “Company”) that, in accordance with Condition 3(B) of the 
Terms and Conditions endorsed on the Bonds (the “Conditions”), the Company win change the 
rate of interest In respect of tee Bonds for the period commencing cm 1 st December, 1989 and 
ending oo 1st December, 1993. 

BASIS FOR DETERMINATION OF RATE OF INTEREST 
From 1st December, 1989 the Bonds will cany interest at the rate determined by Hambros Bank 
Limited to be the sum of 0.85 per cent and the annualised gross redemption yield, rounded 
upwards if necessary to the nearest integral multiple of 0.05 per cent., of the SVSi per cent. U.S. 
Treasury Bond due 30th September, 1993 (“the “Reference Bond”) by reference to prices of the 
Reference Bond quoted to Hambros Bank Limited by two leading United States Bn»nrg fl | 
institutions at 3.00 p.m. (London time) on Wednesday, 22nd November, 1989. 

The rate of interest determined as above will be notified to Bondholders on Thursday, 23rd 
November, 1989 in accordance with the provisions of Condition 12 of the Bonds. 

RIGHT OF REDEMPTION 

Under the p ro vi sio ns of Condition 5(F) of the Bonds, the bolder of each Bond shall have the right 
to require the Company to purchase or cause to be purchased such Bond at par on 1st December 
1989. Such right may be exercised irrevocably by surrendering such Bond not later than 1 st 
November, 1989 at the specified office of any of the Faying Agents listed below (the “paying 
Agents”). If so requested in connection with any such exercise, tee recipient Paying Agent shall 
deliver to the sur re nderi ng Bondholder (or his duly designated agent) a purchase certificate which 
shall oblige the Company, acting through such Paying Agent, to pay or cause to be paid to tee 
bearer against presentation of state purchase certificate on or after 1st December, 1989 the principal 
amount of the surrendered Bond together with the interest payment due. If any Bond shall on 
delivery as aforesaid not have attached thereto all unmatured coupons appertaining thereto, the 
value of all missing unmanned coupons dated 1st December, 1990 to 1st December, 1993 inclusive 
will be deducted from the purchase price payable for tech Bond, to the case of nrierirtg coupons 
dated 1st December, 1994 to 1st December,. 1997 inclusive, indemnities from Bondholders will be 
required by tee Principal Paying Agent. 

If any bolder of Bonds wishes the Company to redeem his Bond (a) at tee r edemp tion price 
(together with accrued interest) he should accordingly surrender his Bond(s) together with 
coupon (s) No. 8 due on 1st December, 1989 and all subsequent coupons attached at the specified 
office of any Paying Agent (set out at the foot of this Notice) on any business day uptoand 
including 1st November, 1989. Any Bonds not surrendered during this period vriU cany the »•-«* of 
interest from 1st December, 1989 as provided above. 

Payment for Wreodered Bonds and coupons will be made oo or after Friday, 1st December, 1989. 

LONDON 

Btaabrat Bank United 

41 Tow«- HA 
London EON «HA 


LUXEMBOURG 

Kmdkffanfc SJL Lnoaboorgcafec 
43 Boolennt Royal 
P.O.Box 1108 
L ax c nib oay 


NEW YORK 

M a iwf a rta r u j nd Tr a fc n TtiMtCnb, 
454 Madsen Avenue 
New York 
N.Y.10021 

2 nd Oapber. 1989 


- BRUSSELS 

MaiTMGmrantr Trot Company 

or New York 
Avenue dw Arts 35 
B*104Q Branch 



Swiss company woukLnotjjg 
allowed to buy you.. 

Another idea is toaLenjjtfcy. 
ees should be broughtinta the 
picture, and given stnne -kh ^ 
of say in the otoco nR of trass- 
ections which can tote 
affect their wefl-befa£l%stter 
of these propositions stem 
Hkely to make it into ife final 
directive. 

The debate fa now; being 
pushed along at a brisk puce 
under the leadership- o£fae 
French, who would very much 
like to reach an agreed earn, 
man position by the tone they 
come to hand over the EC pres- 
idency at file end cf this year. 

Insiders say that this god 
could be rather too ambitious. 
Although the directive wifi 
have an important betetog on 
the conduct of takeovers In 
Europe, it is in some respects* 
side issue. There are tobigger 
barriers to takeovers across 
the Community than are formd 
In the detailed wording of-toe 
rule books. -, 

Different ownership and fin- 
flprrng structures, widely vary- 
ing approaches to company 
law, the fact that the stock 
market plays a much greater 
role in, say, the UK toon it 
does in West Germany - these 
are what will make it really 
difficult to achieve an efficient 
single market In the ownership 
of companies. 

Booz Allen, the consulting 
group, has just completed for 
the Commission an 800-page 
study on barriers to takeovers 
in the EC, and Mr Martin- Ban- 
gemann, the Commissi oner 
responsible for the internal 
market, has promised to put 
forward proporals designed to 
level the playing field. 

That will be an enormous 
job, and one which wifi, gener- 
ate real passion among the v&r* 
ions vested interests. By com- 
parison, securing agreement on 
toe takeover directive will look 
like a modest exercise. 



past 12 months in a dress 
rehearsal directed by the Bank 
of Italy. 

“All the conditions for 
making this leap forward are 
there," a senior official at 
the weekend, pointing out that 
toe economic growth outlook is 
promising, inflation is 
decreasing after touching a 7 
per cent annual rate and the 
balance of payments deficit “is 
not excessive”. 

The government forecasts 
accompanying the budget 
predict a growth rate of &&3-5 
per cent up to 1993, inflation 
declining from 5 per cent in 
1990 to &8 per cent in 1993 and 
a fall to the deficit to 1A par 
cental GDP by 1992. 

After some slippage, next 
year's budget seeks to bring 
the deficit rack to the target 
estehBahed last year, to create 
a small budget surplus net of 
interest payments by 1992. 

- Mr Gam stressed that the 
key to this was tire budget’s 
cutting of lASJMXftm of Atone 
spending commitments which 
could have put this objective 
beyond reach. 




M. 
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UK NEWS 


Groupplaiisaction on equality 


By ErteSlu^Pefrafora Correspondent 

- ' . ... *■! ' * V "• -. 

THE ^XllSE CkSveEsmoit Is 
being taken to, court by the 
Equal Opportaoittes CcimrQis- 
sion, the/eqtiat tjgbts pressure 
group, <m the grounds ttot the 
present shiism of payment of 
National^ insn^cepontefoa- 
tfohs J folfe ermijpTy 

‘European tigonpmMy. djredlye 
cjn'equalltoBittoegatittf mea and 
women in sodal security: ' 

The'' Government & almost 
certain to defend the action.. . 

Under the system, men have 
- to pay fctetionallnsu^ 
tributions fbr.ataeast 44 years 
to qualify tor a toll bajsicstate 
pension compared with 39 
yearo for a women. - 

In addition, even if a man 
has contributed tor 44 years, he 
gtffl has toc qatinu B contribu- 
tions for as long as -he is worfc- 
iri& Affitil: age J . 65, whereas 


women cease paying at age 60. 
- The EOC contends that such 
contribution .arrangements 
breach EC ' Directive 79/7* 
-w^ch. became binding on 
member countries in December 
3^ te-jKtogtag proceed* 
against the Government. 
EC is pledged to bring 
ab^eqtialtrMtment between 
men and 1 women in the ftooiai 
security systems of its member 
countries. But it has adopted a 
strategy of progressive imple- 
mentation towards fall equal- 
tty, and this directive was the 
second-step. 

. '.-The .central factor in equal 
treatment is to have a common 
pension age for men and 
.woman. Once this is in place 
other equally factors follow. 

The EC, however, has left 

. jh g • imp l em entation of equal 


pension ages to the third direc- 
tive, now being drafted. 

V The EOC, which has been 
campaigning for more than a 
decade tor the Government to 
have a common pension age in 
the soda! security system, 
believes that the contributions 
arrangements and eligibility 
conditions for a pension con- 
travene Article 4 

The EOC accepts teat even if 
it proves its case, it will not 
necessarily force the Govern- 
ment to bring in a common 
pension age. The conditions of 
the directive could he complied 
with by an adjustment to the 
contribution arrangements. 

Although the case will ini- 
tially be heard in the High 
Court, it may be referred to the 
Eurapean Court of Justice for a 
decision on certain aspects. 


Next likely to restructure 
loss-maki ng businesses 


ByMaggfe Urry 

NEXT, the fashfon retailer, is 
' expected to announce a radical 
restructuring of : Its -business 
when it releases interim profit - 
figures ouTbureday . . 

The plan, designed to elimi- 
nate the toss-niak^^parts of 
toe business, is likely to 
involve stove closures arid the 
sale of the Nest Jewellery 

nhirin- 

The news will coincide with 
the launch; of a book by Mr 
George Davies, the former 
chairman and chief ww ait i i iw 
of Next who -was sacked in 
December over ‘what was 
described as a '‘fundamental - 
disagreement concerning man- 
agemfiTO ’style." - ■ 

The book, entitled - What 
Next?,j>ots Mr Davies’ side of 
the story. ■■ V ■■ *' ' ' 

Under Mr Davies-, control. 
Next achieved startling growth 
and Changed the- look of 
Britain's Hgh streets. However 
toe group was stffl ^xpanding. 
tost when toe squeeze on con- -' 
smner spending started and 
financial controls in the busi- 
ness appearnotto bare’ kept 
pace with its growth. - 

Next's - profits: have been ' 
unto pressure since before Mr 
Davies’ departure andfoXL by a 
third to £6&3m in the year to 
the end of January, The Ctty is ; 
expecting first-half pre-tax 
profits to have faHen by a third 



Darias: kept Next in line 


B p fw, , from £S0.9m to £20m. 

- Mr- David Jones, who took 
over as chief executive, is 
expected to announce the clo- 
sure or reduction in size of 
about 15 large stores, toe sale 
of Next Jewellery and toe sale 
of Jffiba, .the groups pzofitabie 
West- German retell- chain. 

Analysts - hope this notion 
Will allow: Next’s profits to 
improve in its 1990-91 financial 
year, even if trading does not 
pi& up. The group is also sav- 
ing costs in its Grattan home 
shoppmg division through a 
move toinew warehouse: 

The 15 stores represent a dis- 
proportionately large percent- 
age of toe group’s sales area 
but axe Toss-making because 


insufficient sales have been 
generated to cover overheads. 

Action would probably be 
taken after toe Christmas 
Some turnover of staff is 
there might not need to 
be compulsory redundancies. 

Negotiations for the sale of 
toe Next Jewellery chain of 50 
shops are believed to be near 
completion, it is thought to be 
* making a significant loss. 

The Biha rfurfn, which Next 
acquired with Combined 
English Stores in 1957, has 
about 60 shops and is thoug ht 
to be worth about £60m. 

The group baa already 
reduced the number of its 
stores, dosing about 50 small 
stems. It is concentrating on 
medium-sized stores, of 2JU0 to 
5,000 sq ft where its profit mar- 
gins are highest; stocking its 
i women’s and menswear 
ranges. Accessories and chil- 
drenswear are takbK a second- 
ary role. It Is known to have 
had a poor spring/summer sea- 
son hut its autumn ranges 
have been better received, ana- 
lysts hope. 

Next has already sold a num- 
ber of peripheral businesses, 
such as its newsagent chains 
and Mercado, a carpet whole- 
saling business. Its balance 
shed: is thought to show net 
assets of about £400m and debt 
of about £L50m. 


Speculation 
mounts over 
AMP bid 
for Pearl 

By John Ridding 

THE. CHAIR MAN of Pearl 
Group, Mr Einion Holland, 
will today meet his counter- 
part at Australian Mutual 
Provident, Ur David Ander- 
son, amid mounting specula- 
tion that AMP is set to make a 
bid worth more than £lbn for 
the UK life insurance com- 
pany. 

Fean said yesterday that the. 
meeting had been arranged’ 
months ago. 

Shares in Pearl rose sharply 
last Friday, from 508p to 552p, 
on reports of an imminent bid 
from AMP, Australia’s largest 
file insurance co m pany. AMP 
is Pearl's largest shareholder 
with an 18 nr ren t stake. 

AMP, which holds about 30 
per cent of the Australian life 
assurance market, is looking 
abroad for further expansion. 

Earlier this year AMP over- 
came court battles and resis- 
tance from some policyholders 
to merge with London Life, the 
mutual Tifp rtffirg At that thn» 
it said It was aiming to win a 5 
per cent share of the UK life 
assurance market. 

Mr Ken McKay, a spokes- 
man for Pearl, yesterday 
played down the prospects of a 
bid. “There has been no indica- 
tion from AMP that they are 
considering a bid. As far as we 
are concerned the rumours are 
unfounded speculation,” he 
said 

Analysts estimate that an 
offer for Pearl would have to 
be in excess of fiibn, or in the 
region of BOOp a share. How- 
ever there has been some scep- 
ticism about the likelihood of 
a bid from AMP. 

They argue that an acquisi- 
tion of Pearl, which has a mar- 
ket capitalisation of almost 
£lbn, would present problems 
for AMP because as a mutual 
insur er it would have to use 
policyholders’ cash rather; 
thaw shareholders’ funds. In 
addition, there would be a 
large goodwill write-off to its 
asset base. 

Mr McKay said today’s meet* . 
ing between Mr Holland and 
Hr Anderson had been 
arranged in June when AMP 
acquired a 13J5 per emit stake 
in Pearl from FAX Insurances, 
another Australian Insurance 
company, to fafcg its holding 
to 18 per cent. 
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Don’t take 
tiie chance 

. . . take the certainty 


Find out more about the prospects for 
si gnifican t capital with a money back 

guarantee by returning the coupon. 

Hurry! Applications for investment can only 
be accepted up to 15th November 1989 when 
the issue will be dosed. 

To avoid delay write direct to your closest office 
HEADQUARTERS 

M1M BRITANNIA INTERNATIONAL LIMITED. 

M1M Britannia House. P.O. Box Z71. Grenville Street. 

St Hctier, Jersey. Channel Islands. 

Telephone: (0534) 731 14. Tdecopien (0534) 73174 
REGIONAL OFFICES 

M1M BRITANNIA INTERNATIONAL (GIBRALTAR) LIMITED. 
Snree21 1. Neptune House. Marina Bay, Gibraltar. 

Telephone: GIB 79756. Telecopier: GIB 78654 
M1M BRITANNIA INTERNATIONAL LIMITED. 

Monte Carlo Sun, 74 Bd-d Italic, 

Bureau 320. Monte Carlo 9800, Monaco. 

Telephone: MONACO 93 258700. Telecopier: MONACO 93 500023 



Please send me a prospectus for The MIM Britannia 
Guaranteed Nippon Warrant (1994) Fund, on die terms 
of which alone applications will be considered (subject 
to the prospectus being available). 

1 understand that subscriptions will only be accepted up 
to 15th November 1989 and the issue will then be dosed. 

NAME: .. 

ADDRESS: 

mmf 

TELEPHONE: 


Japan has without question provided the investment success 
story of the 1980’s and now the unrivalled opportunities look 
set to continue well into the next decade. 

How unfortunate that most level-headed investors, though 
aware of this, are still not prepared to risk precious capital in 
unfamiliar situations so far afield for fear of getting their fingers 
burned. 

The new MIM Britannia Guaranteed Nippon Warrant 
(1994) Fund removes all the risks but NOT the potential 
for reward. 

HOW DOES IT WORK? 

Part of your investment goes into the existing Nippon 
Warrant Fund - by far the most successful Japanese equity 
warrant fund of the last three years and the best performing 
offshore fund in the world over the past year. 

(Source: Lipper Fund Performance Tables). 

|l The Nippon Warrant Fund started on 21st August 
J \ 1986 and has appreciated by 771% since launch. An 
I } investment of $5,000 into the Fund on 21st August 
1986 had produced a capital gain of 
T $33,580 by 21st August 1989. 

Whilst you enjoy the prospects of substantial growth, part of 
your investment purchases a Promissory Note which is issued 
by Citibank N. A., Jersey Branch. This will ensure that 
sufficient capital is provided to repay S10 per share for each 
share held for the full five year term of the Fund. 

Thus all the risks attached to the Japanese equity 
warrant market are removed. 

Investors should note that past performance is not a guide for- 
the future and that the value of the portfolio associated with the 
Nippon Warrant Fund can go down as well as up. 

The MIM Britannia Guaranteed Nippon Warrant (1994) Fund 
is to be launched on 2nd October 1989 and the minimum 
investment will be US$5,000 or £3,500. 

THE MIM BRITANNIA 

GUARANTEED 

NIPPON WARRANT 
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Over w - £5 billion in commercial 
and residential mortgages. 

Saying yes has made us one of Britain’s leading 
mortgage lenders. 

TSB Bank branches and Mortgage Express, one 
of the largest lenders through intermediaries, have 
each given the nod to residential mortgages worth 
billions. 

And Hill Samuel’s government, corporate, and 
local authority lending has funded m^jor construction 
developments both at home and abroad. 

Aflin all, we’re buildingourselves quite areputation. 


For written details of any of the credit sendees mentioned, write to 
TSB Group pic, P.0. Box 512, London SE5 7EH. AD credit finalities subject W status. Securin' may be required. 
TSB Bank pic, TSB Scotland pic and TSB Northern Ireland pic are members of IMRO. 
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MINORCO 

notice to holders or bearer 

SHARE CERTIFICATES 
MOMENT OP COUPON NO.* 

W* it ti rao i to the notax of p m paiaf 
Ciflat d i vide ad advciUacd in d* pan 
on Sqmbtr 2I> 1999 ik foUavim 
^ te fa>« U oal» iwMMicd i»'th(ijwMweeii< 
IwMwrfbB W i tMu i iifiuiB . 

The draMead of 28 cm m dedsred In 
UnM 5 ua» ca i tmcf. Sobfe* » Use 
d dnnrhutik^l « (be Arw i 
Coni Meehan on Nwonb d 9. 1989. 
(he dhridend will be puld on or «Jter 
Nnonber 14. 1989. avdox auu tn du td 
Coupon No. 4 imM ban btMfdoe 
cadSaaoUbiQ; 

(*) m die officer of the CopoatioBs 
pnhman- 
flfafadedoliinmitiBiig 


(M«t the London Swnritta D tf imml of 
I OH Snood S Go. Lasted, 4» B«h 
St e m. London, BC2P 2UC- Union penom 
■I qwa iU ng coupons n mb office taftttt 
pey m ct M is United Sestet <Mba (in «fakh 
me (hey not comply with «e iwiiaMc 
En-hmge Control regnhaicaK pendent 
«D be made in tinned Kingdom currency 


(II in reaped ol eonpom IndRd on or 
prior id Ntneatber 7. 1989. at (be 
United Kingdom comm? apmlcm 
<8 die United Sato cnncncy esloc e* 
■horcfivhkndanOcmfaa 31, 1989ior 


eULIWKEIR 

U8ttM«BN 

QUMUOB&iwnniHn 


Tlw hweroat rate wpMcWte » 8w 
above Notes In ftp** at te grtgd 
caaoMneiDB 30th Septondw 1988 vrt® 
be MtZBK per mam. 

The intaroot gmonrttaa * US* 2 *" 
per S&.000 principal amount awl 
US8498.P8 (W S1IK000 prloolpal 
amount ol Bw Notes «n be peW on 
30th March 1980 eflptat p r f MUnn 
of Coupon Ho. 4 

Bank Hapoafta BAL 
Aflent Bank 




London Securities Department el HD 
Samuel ft Go. Unwed. 
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THE LABOUR PARTY CONFERENCE 


Kinnock kills ‘tactical’ PR move 


By Michael Cassell, Political Correspondent 


MR NEIL KINNOCK, the 
Labour leader, yesterday effec- 
tively kill ed off an attemp t to 
push his party towards the 
adoption of proportional repre- 
sentation before the next gen- 
eral election. 

The party’s ruling national 
executive committee defeated, 
by 20 votes to four, a move to 
establish a working party on 
electoral reform and to report 
back to nest year’s conference. 
Immediately afterwards, sev- 
eral members of the NEC 
pledged to continue the fight. 

With pressure mounting 
among some trade unions amd 
constituency parties for the 
party to move towards a form 
of PR, Mr Kinnock told the 
NEC that, although he would 
not discourage debate an the 
issue, he believed those in 
favour of PR were proposing “a 
gigantic and fundamental 
change” in the voting system 
for short-term, tactical ptur- 





Roy Hattersley and Neil Kinnock In buoyant mood yesterday 


The Labour i^wter claimed 
that, with a significant lead in 
the polls, the party was going 
to put the present Government 
out of office on its own. 

He was supported by Mr 
Bryan Gould, the trade and 
industry spokesman, who said 
PR would only give life to third 
parties which were *1 clinging 
on to a lifeline until the cav- 
alry approaches to rescue 


them”. 

Mr Roy Hattersley, toe dep- 
uty leader and strong opponent 
of PR, dismissed as nonsense 
claims that the system was 
more democratic. 

He forecast that Labour was 
going to win toe election on its 
own and possibly with an over- 
all majority of the vote. 

But Mr Robin Cook, the 
party’s health spokesman and 
an NEC Tnemh ar, attac ked the 
first-past-the-post system as 
perverse aid undemocratic and 
Said he ftriwlam^nhilly tiia . 

agreed with those who clung to 

its wuntirwatinn 


He rejected -the leadership's 
view that PR would give a dis- 
proportionate level nf rnfhvann» 
to centre parties, claiming tost 
labour had, in any case, gone 

to endkteS Tftnvfha in its DODCV 

review to attract the centre, 
ground. 

Although the leadership 

expects a relatively trouble- 
free conference as the party 
adopts the conclusions of its 
two-year policy review, a 
heated debate is ejected this 
morning over a composite 
motion on nuclear energy, 
moved by the National Union 
of Mmeworfcers, which ealls for 


AT HOME WITH 
ANTIQUES- 

The Olympia Decorative and 
Antqncs Fair, Preview October 
3 (2pm - 8pm) £10. October 4 - 
8 (from 11am). Entrance £3. 
Olympia 2. Information Box 
Office 01 3738I4I 
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Southwark Bridge 
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Unilateralists attack Kinnock 


By Ivor Owen, Parliamentary Correspondent 


THE DECISION by Mr Nidi 
KtnnocK to call <m the Labour 
Party to end Its commitment 
to unilateral i ra efo w T disarma- 
ment was attacked by a mem- 
ber of his Commons front 
bench team before the confer- 
ence got under way. 

Mr Frank Cook, MP for 
Sto ckto n North, who is Labour 
Whip an defence Issues, reaf- 
firmed hi* te imi nltaiMwt to imi. 
laterallsm at a well-attended 
rally staged by the Campaign 
for Nuclear Disarmament. 

He and two other Labour 
MPs - Mrs Maria Fyfe (Mary* 
hill) and Mr Keith Vass 
(Leicester East} accused Mir 

Uwiwnrk of hring mistaken hi 

his lirfirf that Labour's elec- 
toral prospects" would' he 
fatally damaged fay continued 
advocacy of unilateral 

Mr Cook dismissed sugges- 
tions that Labour could 


advance towards the same 
objective as the unflaiaraUsts 
fay gradually phased and bal- 
anced reductions in nuclear 
weapons. He said they were 
"too sophisticated” to win gen- 
eral support 

He acknowledged that Mr 
Kinnock was likely to secure a 
majority for his changed 
stance on unilateralism when 
the conference voted on the 
issue later today, hot insisted 
that be would campaign inside 
the movement to get the deci- 
sion changed. 

. ..ttr Cook sent this message 
to Mr Kfamodc “We can never 
be a strong deliverer If we 
seek. to. compromise with 
error.” 

Mr Cook fainted that his 
stand- might cost him his front 
bench post and possibly lead 
to ldm being removed from the 
Labour Party delegation cho- 
sen to attend a NATO meet- 


ing to Bnwo an Thursday. 

Mr Vass, who declared pride 
hi fais commitment to toe uni- 
lateralist cause, poured scorn 
on those in the party leader- 
ship who bad cma f li their 

vntnHa 

He said if they wished to get 
into bed with the bombs and 
toe bombers it was a matter 
between “them and their psy- 
chiatrists.” 

Mr Vass called for opposi- 
tion to the “cosmetic glass” 
about to be put ou the party’s 
defence policy and received a 
quick response when he 
suggested that it would be sig- 
nalled by shouting the «i« gwi* 
“No nukes hoe.” 

Mr Glyn Ford, leader of 
Labour’s MEFs at Strasbourg, 
said whatever decision was 
reached by conference CND 
should continue its activities 
in the UK and on the 
continent. 


all nuclear reactors to be 
phased out over a 15-year 
period. 

The NEC only narrowly 
defeated the motion, by 14 
votes to 12, and the NUM is 
expected to reject calls for it to 
be remitted. Mr LanyWhitty, 
the general secretary, said the 
15-year ctoadThw was unrealis- 
tic and unfeasible. 

There was also some concern 
last night about the fete today 
of a mo tion from Tottenham 
cons tit ue n cy party demanding 
a cut in B ritish defence spend- 
ing to come into line with the 
aver ag e level brother Weston 
European countries. 

The motion calls for the 
savings to be transferred to 
spending on a range of social 
programmes. 

Mr Kinnock told the NEC 
meeting that the argument was 
inconsistent with .the policy 
review. Labour’s defence team 
believe the proposal could 
mean a cut of <9 to 25 per cent 
in defenc e expenditure over 
the first five years at govern- 
ment. ; .. 

The NEC comfortably voted 
down motions for debate, also 
today, an the economy, which 
called for toe next Labour gov- 
ernment to implement a major 
eatenskm of public ownoship 
which would embrace “the 
commanding heights of the 
economy.” . . 


Leaders ‘most 
cost reforms’ 

By Philip Stephens . 

THE LABOUR leadership was 
yesterday challenged by a 
p n m i v fngnt left-wing member of 
tiie party’s National Executive 
Committee to put a “price tag” 
an the economic and social pol- 
icies contained in year’s 
Bahcy Review. 

Mr Ken Livingstone said ' 
that by fefiing to cost propos- 
als ran g in g ftnm massively -In- 
creased investment in educa- 
tion, t r aining mA research to 
increased - spending on the 
National HeSh Service, the 
party rtRimd dafttet at the next 
general pfertwm- 

Wp Rfti d «n Tprtpppmlgiit Tala. 

vision that Labour had to 
accept that it faced a dear 
choice. Either it had to 
increase the taras paid by mil- 
lions of ordinary people or be 
ready to cut defence spending 
and force the repatriation of 
British rapitai ft n m abr oad 


Skinner seeks 
return to basics 
in comic opener 

A STBONG, 4i humorous, _ 


ert me owe -* 

socialism was delivered to the 
party ’s leadership yesterday by 

Mr Dennis Skinner, party 
nhairman and MP for BolsOVfiT. 


Delivering u»> **»*•*««— 
chairman’s curtain-ra isin g 
speech in end of the pier style, 
be ensured that Mr Neil Kin- 
nock at least began: the week 
with a smile. 

But the party leader was left 
with no fflnsions that his red- 
rosad policy review wi ll be 
without complaint from 
the Labour left. ^ 

Mr . shftnwr — k no w n in the 
Commons more as entertatoCT 
than economic guru - raised 
J&nxh& at the expense of most 
of the Cabinet More people 
had watched Sky TV than bad 
seen the new Foreign Secre- 
tary, Mr John Major. Mr Doug- 
las Hurd, tire Home Secretary 
had been inspired to try out 
riarbrnfe tn p trin g after Mark 
Thatcher, gtouwtin toe desert. 
The ft ta riqipni humour moved 
to Brighton without a hitch. 


would do with privatised utili- 
ties such as water and gas - a 
subject the leadership are try- 
ing to bury quietly after the 

JiffaMmono luhiiiu. 


Mr Kinnock and Mr Bryan 
Gould, the party's industry 
spokesman, on whether divi- 
dends will be paid to share- 
holders or not ' 

“Take water back without 
compensation]”, he declaimed 
- to obvious enthusiasm. 

An equally roburt defence of 
the Importance of picket fines 
was made, with Mr Skinner 
Mgntng ignorance that tota ls 
one image the party leadership 
is sorely trying to play tip. 

Most telling was his com- 
ment: “There is a political vac- 
uum opening up for us - there 
will always be a need for. 
socialism.” 

But Mr Kinnock appeared 
untroubled. Their fingers are 
crossed, but the leadership are 
hopeful of an unusually 
smooth run this conference. 


Company donations to 
Tories nearly halved 

By Philip Stephens, PofftfcaT Editor 


CORPORATE donations to the 
Con servativ e Party slumped 
from £L25m in 1987 - the year 
of the last general election -. 
to £2.93m in 1988. according 
to an analysis published today 
by an independent trades 
union and labour organis- 
ation. 

Ihe annual survey produced 
by Labour Research puts the 
'Construction company Taylor 
Woodrow at the top of the list 
of the Conservatives’ benefac- 
tors with a donjon last year 
of £111,455- ft was followed by 
P&O and Allied Lyons, who 
donated £100,000 and £92,000 
respe cti v el y. ■ • • 

Other leading contributors 
were Hanson. British & Com- 
monwealth, United Biscuits. 
Consolidated Goldfields, Trust- 
house Forte, Glaxo and Mount- 
leigb. 

Labour Research says that 

the shwn p |q riraiatlnuya rpftortw 


tiie pattern under which busi- 
ness support for the Conserva- 
tives rises sharply to election 
years and feQs back until the 
next poJL • 

Only 240 companies made 
donations in 1988 compared 
with 397 the previous, year 
and 14 of tiie Conservatives’ 
leading supporters cut titetr 
contributions by £25,000 or 
more.’ 

Among different sectors, 
financial institutions in the 
City represented the . largest 
supporters, witii contributions 
of £940,000 representing a third 
of afi d onation s. 

Manufacturing companies 
including brewere, distillers 
and food companies emerged 
as tbe.aecond largest group, 
handing over £507,000, while 
the construction companies 
accounted for donations of 
£373460. - 
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consider plans h “ 

i r 30 of top 100 

Ding air waves European 


Arranged marriage turns to love 

David White looks at Plessey’s change of heart over Siemens 


By Hugo' Stood; _. 

PROPOSALS FOB auctioning . 
the jtfr waves.are.to beinztto 


fi3stosa3TS«Sc»^^,TrttMn the 
n$xt week or so. •.;.:. ;....' 

TBa proposals; in the form of 
a tiraftconsnltattve document, 
were approved fay Lard Young; 
Mr Ridley’s predecessor.^The 
cabinet reshufflehas forcedihe 
doc umen t fobe ra-sti bmltted 
for ministerial approval. ••; 

About a quarter of the spec- 
trum isTis^J by, the. armed 
forcer and a further quarter is 
occupled by civil and mflitary 

1H»H; snch as arr traffic wmtrriT 
Of the remainder, IS percent is 

used fin: broadcasting, 30 per 
cent for fixed telecommand A 
per cenT-tor- mrihite crimwiimi. 
cations. 

Tht^ plan trv anrfirm nff ft«» 

air wives is hi keeping with 
the Government’s philosophy 
of fajecftig .raiktt'foicds into 
areas, of the economy from 
which they have previously 
been excluded. It would replace 
an ‘ administrative -system 

hardly rhawgpA winw> - fo ItkB- 

Labour defence 
attacked as 
‘still unilateral* ■: 


tuttalinMM. 

Advocates of ihe proposals 
saYttey^wbuld result in more-' 
efficient use: of the. crowded 
spectrum. Instead of going 
through a "beauty contest,” 
under which civil servants 
decide^ which ' companies 
should offer a particular ser- 
vice, the companies with dm 
best Ideas would be able to 
prouir H they rai nwl a rcase to 

the air waves by outbidding 
competttore. 

The scheme is likely to prove 
controversial with those who 
use the radio spectrum because 
it will increase costs. It could 
also provoke criticism from the 
European ConmiifiBfap , which 
nay feel that a free market in 
air . waves Will undermine its 

ropean mS^an™m^Sons 
services. 

Potential opposition from the 
military. 1 the police thi» 

ambulance services has been 
defUsed by a promise that the 
public sector will not have to 
pay for using the spectrum - 


at least in the sh or t ‘ te r m . Even 
for . the private sector, marked 
forces will be introduced in 


Details of the proposals have 
not been revealed, hut the 
intention seems to be to auc- 
tion any parts of the radio 
spectrum which are unused or 
which become available. The 
price paid in an auction would 
act as a hwu-hma^ used to fix 
licence fees for people already 
using the spectrum. 

Under such a sc heme- com- 
panies such as Vodafone and 

CeUnet, the UK’s two cellular 
phone operators, could face 
sharp i nc reases in the unminql 
licence fees they now pay. 

There is also understood to 
be^i proposal for delegating the 
management of parte of the 
spectrum from the Department 
of Trade and Industry to pri- 
vate sector bodies. 

For example, the gas, coal 
and electricity industries 
might be given a block of spec- 
trum and told to run it as they 
thought fit. 


By Ralph Afifow V 

labour’s Defence policy is 
still unilateralist, to spite of its 
policy revie w, Mr Kenneth 
Baker, ehahpngn of the Conser- 
vative Party, said yesterday. 

In an . attempt , to exploit 
opposition differences, Mr. 
Baker said nothing, had: 

guri^/p^gi^to^retalnr 
Brftpfo’a nuclear detecrajt as 
im pg as the Soviet Union has; 
nuclear weapons, berema in a a 
unilateralist," be said. .. . 

Mr Bfllwr said a truly rnnttt- ' 

lateraHst stance would' impty 
agreeing to gtve.up all nuclear 
weapons only when other, 
countries gSve ttp all of theirs. 

Tf Lflbour hdends negotia-- 
fhagasmy oar nmdaar weapon s 
for a comparable immher of 
Saviet ppclear. weapons* this; 
will leasreBritain'With none 
and ■the Soviets with 96. per 
coot at.tbeSrnndeer weapons.” 
be said, •• 

Labour Conference, Page 12 - 


Japanese group to 
take stake in Virgin 


By David Thomas 

BCR RICHARD BRANSON, 
founder of Virgin, will 
announce today the purchase 
by a Japanese company of .a 
minority stake the company, in 
one of the most significant 
moves by the recar ds group 
educe it was taimn bade into 
private hands almost a year 


Mt Branson has been puxsu- 
ingaosmberuf joint veul nr es 
in ifae Far East and the US - 

dnnn hfa pramanv became the 

largest ih the UK to switch' 
from quoted to private status 
last November, when the Vhr- 
gifrgronp was valued at £248m. 

He has been seeking part- 
ners who would Inject cash 
into foie group and help Virgin, 
as one of . the few surviving 
independent 'record labels of 
any size, to canttane to com- 
pete in, an industry in foe.mkt 
die at a btocf restr ucturing. 

*n»> Jg pgT|Bcn Invpa hrumt in 

Virgin comes two montiM after 
Polygram, the music subsid- 


iary of Philips, the Dutch elec- 
tronics group, bought Island 

I teoffl y H another iwidhig inde- 
pendent l abel, for about £200m. 
Polygram is also understood to 
be In foe final stages of negoti- 
ating the purchase of A&U 
Records, one of the two large 
US independents. 

Earlier *Iwb year Thotn-EMI, 
the UK irmgfo and ftiertmmes 
group, acquired a 50 per cent 
stake in Girysalis Records, the 
UK independent, and last year 
MCA of the IS bought Motown 
Records of Detroit 

Virgin’s Japanese link-up is 
a far ther si gn of the growin g 
international expansion of Jap- 
anese groups into “s oftwa re” 
- material created by must 
dans, artists and tfim-makeis. 

Sony, the leading exponent 
of this strategy, last month 
unveiled a $3.4bn (£2.1bn) 
acquisition of Colombi a Ho - 

lurpg Hr nf^T+abimmit^ tollCfWing 

its $2bn purchase two years 
ago of Records. 


companies 

By Christopher Partes, 
Consumer Industries Editor 

BRITAIN and West Germany 
have each taken 30 of the 
places in a new league table of 
Europe’s top 100 companies. 

British Airways* bolstered 
by its acquisition of British 
Cnipdimiai^ joins the entP! as 
the . highest new e ntr a nt, com- 
ing in at number 78. 

British Steel makes its debut 
three places lower, ahead at 
other new e n tra nts — foe UK 
subsidiary of IBM, SaatcM & 
Saatchi, and Bass. 

lte table, published in the 
Institute of Directors maga- 
zine. Director, is ba sed on 
turnover, profit, return on cap- 
ital employed and sales 
growth. 

It shows the UK has 
improved its relative position 
largely at the expense of its 
most powerful neighbours. 
France, tor Hm three 1 

fewer companie s in this year’s 
top 100. Gaz de France, IBM 
France and retailer Casino, 
have all dropped out. 

There was little change 

im wmg foe top 10 aanuw in 

league, with Shell, BP and 
Daimler BanB occupying thy 
first three places. However, 
Fiat joined foe leading group, 
improving from 13th to eighth 
place. . . 

The only sector . where 
Britain Is under-represented. 
Director says, is in motor 
vehicles, where only the Brit- 
ish arm of Ford figures among 
the top 10 car makers, in ninth 

place ahead of Opel. 


P LESSEYhas changed its 
mind about Siemens. 
For months, while it 
struggled to fend off the joint 
bid by the West German group 
and Britain’s General Electric 
Company, Plessey argued 
fiercely against having its 
defence side split up between 
the b idde rs. - 

It warned about the damage 
that foreign ownership of parts 
of its military business could 
, do to its competitiveness. 

The Monopolies and Mergers 
Commission’s report on the bid 
in April cited Plessey’s concern 
1 that "the need to restrict 
access to classified material 
would jeopardise rha efficient 
management of the business 
qnd t he awareness of customer 
r e q u ire ments.** 

Now, three weeks after the 
end of the batt le , top managers 
at fo e £260m-a~year communi- 
cations and radar businesses 
now belonging to Siemens feel 
altogether differently about 
their West German owners. 

“It would be easy to be 
aimrerf- elated,” says Mr Cyril 
Teed, managing director of 
Plessey Defence Systems, the 

f mi T H n n nirgtiOHff and electronic 

warfare after tha initial 
visits by Siemens to gather 
information. 

"Siemens’ whole attitude is 
positive, constructive and very 
supportive of what we’re 
doing,” says Mr Teed. 

At Plessey Radar, the other 
daftwy** s ubsidiar y taken. up by 
Siemens, there ha** been a simi- 
lar revelation. 

"The forced marriage is 
be ginning to blossom into 
love,” says a spokesman for 
the former Plessey group. 


which last week bad its swan- 
song as an independent con- 
cern at the Royal Navy Equip- 
ment Exhibition in Ports- 
mouth. 

The reaction contrasts with 
that of Plessey’s naval and avi- 
onics businesses, being taken 
over by arch-rival GEC-Mar- 
coni and still in the dark about 
their new owner’s plans. 

Mr Helmuth Wiesner, head 
of Siemens's defence side, has 
been touring the UK facilities. 
Next week it is Mr Teed’s turn 
to take a team to Munich to 
learn about the kind of support 
the German group can bring to 
the Plessey activities. 

One of the first objectives 
will be to see bow much of 
Siemens’s £2hn-a-year research 
and development programme 
can be tapped to provide a 
lift to the UK military 
business. 

Mr Teed is confident that the 
takeover will not hit Plessey’s 
product range or jobs. 
Although Siemens has a 
defence electronics side 
roughly equivalent in tire to 
what it is taking over, there 
appears to be very little over- 
lap with Plessey Defence 
Systems, Mr Teed says. A 
detailed study has yet to be 
done. "But 1 don’t know of any 
products at the moment that 
we both have.” 

fa military fmmwwniftarinng, 
for instance, Siemens’ strength 
in transmission equipment is 
matched by Plessey’s strength 
in switching equipment. 

On the export marketing 
qirip which is crucial in help- 
ing to defray development 
costs, there is a simitar comple- 
mentarity. Examples of this 


are Plessey’s firm foothold in 
Australia and Siemens’ pres- 
ence in Turkey. 

Plessey Defence Systems is 
actively recruiting and its 
2^00-strong workforce should 
continue to grow, according to 
££r < lY#Gda 

Details of the new structure 
have still to be resolved, bnt 
Mr Teed believes his company 
and Plessey Radar will con- 
tinue to be run as separate 
operating units, although 
working closely with the Ger- 
man parent in marketing and 
product policy. If anything, 
they may enjoy more auton- 
omy than they have done 
under the Plessey corporate 
structure, he says. 

W orries about Siemens’ 
degree Of interest in 
the defence business, 
hitherto relatively limited, 
have also subsided. 

The German group may not 
be gung-ho on real weaponry, 
but, says Mr Teed, it is clearly 
anxious to increase its share of 
the market. in areas such as 
communications, command 
and control s ys tems and radar. 

An unknown factor, how- 
ever, is how far political con- 
straints in West Germany on 
gqioc to areas of tension — 
particularly to enemies of 
Israel - might impinge on 
export opportunities for foe 
UK flubgidjarfog- 
The split-up of Plessey’s 
defence interests was designed 
by the bidders - successfully, 
in the end - to get around 
competition objections. 

Plessey argued against the 
scheme on the grounds that 
the group was an integral 
whole, with each of the parts 


feeding off the others. 

Whether that split will really 
be damaging is something Mr 
Teed hopes to establish as a 
result of next week’s discus- 
sions with Siemens. “It will be 
easier then to judge how their 
technology will replace the 
benefits we used to get as 
part of the Plessey defence 
group.” 

GEC-Marconi has been 
barred by the Monopolies Com- 
mission from taking a direct 
stake in the Siemens-controlled 
defence businesses. But Ples- 
sey Defence Systems hopes it 
will be possible to keep up col- 
laboration with the other Ples- 
sey companies now under 
GEC. 

This collaboration includes 
joint projects with Plessey 
Naval Systems and the involve- 
ment of Plessey Avionics in 
some Plessey Defence Systems 
programmes. “There is nothing 
to stop discussion of whether 
to continue doing that,” Mr 
Teed says. 

The Government’s go-ahead 
to the takeover placed restric- 
tions on the level of informa- 
tion that Siemens can have 
access to, keeping non-UK 
nationals off . the company 
boards which would be privy 
to highly sensitive projects. 
Coding activities have been 
separated from Plessey Defence 
Systems and transferred to 
GEC-MarconL 

The companies are not at lib- 
erty to discuss the other 
restrictions placed on Siemens. 
But, Mr Teed says, there is a 
"happy understanding” 
between the West German 
group. Ministry of Defence and 
the UK subsidiaries. 


Recycling 6 not an end in itself 9 


By Maggie Urry 

RECYCLING of packaging 
should not be seen as an end in 
itself but as part of the effort to 
save resources, says foe' Indus- 
try Council for Packaging and 
the Environment (Ihcpen). 

The group, backed by the 
packaging industry, says that 
fffflisnmms who drive to bottle 
haniFB miiW use more energy 
than the recycling saves. 
"Even a short car trip could 
wipe out the recycling 
savings,” saysIncpezL 

Mr Efervid Perchard, a pack- 
aging consultant, says that 
recycling glass can save 15 per 


cent at the energy needed to 

make glass fro m rgnr wi flto r i flTa, 

and a short car trip to the bot- 
tle bank «m mirity p^ t this up 

A report that analyses the 
manufacturing and distribu- 
tion system for beverage core 
tainers — from raw m»tPTigi« 
to final disposal - will be pub- 
lished shortly. 

It follows tiie EC directive on 
beverage containers, which 
requires member states to 
reduce their effect an the envi- 
ronment. Each government Is 
supposed to monitor the mea- 
sures fafcwi- 


filagg recycling levels in the 
UK are well below rates in 
other European countries, at 
about 16 per part. 

Mr Perchard says that if 
recycling Levels are low, it is 
he«-anflp mngumtf rs cannot eas- 
ily return bottles, cans and 
other 

He argues that exhorting 
consumers to recycle more bot- 
tles would just result in more 
special car journeys, which 
would waste more energy than 
was saved. More energy effi- 
cient ways of collecting waste 
needed to be introduced. 


Independents’ share of 
news trade may weaken 


By Maggie Urry 

INDEPENDENTS do mina te 
tobacco and newspaper retail- 
ing, but their hold on the mar- 
ket is likely to weaken, says a 
report on the CTN (confec- 
tioner, tobacconist and news- 
agent) sector. 

The report says it is the last 
retail area where independents 
have an edge over, multiple 
retailers. Five groups - includ- 
ing W H Smith and John Men- 
zies - have under 20 per cent 
of the market between them. 

The independents’ success is 


attributed to the owner/man- 
ager’s dedication, rising early 
to organise paper rounds, 
working seven days a week 
and knowing most customers. 

The report says it will take 
several years for the multiples 
seriously to challenge the inde- 
pendents but predicts foe five 
leading players will continue 
to increase market share at the 
independent's expense. 

Verdict on CTN Retailers, 
£495, Verdict Research, 112 High 
Holbom, London WClV 6JS. 
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When you're constantly reaching 

the stars, here's one of the places 
ou have to look. 
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<Xrr search for the stops of future communications lions. And to unlikely places. Like the sea, where 

systente takes^ us ^ to theiisiial places. Like outer space, we found Aplyrna, a sea mollusc whose neural 
where weVe become a leacforln satellite coromunica- system gave us the due to the development of the 

world’s first optical neurochip. 

The Mitsubishi neurochip is the first step In the 
development of neurocomputers that will perform 
thinking functions similar to those of humans. Like 
recognition of patterns- Of printed characters. And 
even of human voices. We have no doubt they'll be 
stellar performers in foe super-fast, super-predse 
communications systems of foe near future. 

muMuimm \’. r ., .flttfEriwM** In foe development of unique communications 


products — like mobile telephones, facsimiles, tele- 
conferencing systems, communications satellites, 
and earth stations — we're creating a new breed of 
stargazers at Mitsubishi Electric. Scientists who 
can find starshine even under the seas. 
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Environmental measures 
‘will push up price of cars’ 


By John Griffiths 

NEW CAR PRICES ape forecast 
to rise by an average of 7.5 per 
cent a year over the next five 
years - half as much again as 
the retail price index — as the 
cost of political measures to 
make cars leas environmen- 
tally damaging takes effect 

But not even the price rises, 
increased taxes on fuel and 
business cars and greater road 
congestion, will dampen rising 
demand for new cars, predicts 
Charterhouse, the merchant 
and investment hanking 
subsidiary of Bank of 
Scotland. 

New car sales will rise horn 
22m last year to 2Bm in 1993, 
before faTlfog back slightly to 
2L53m, according to Mr James 
Morrell, author of the report 
and formerly director of the 
Henley Centre for Forecasting. 

The report does forecast a 
slight "blip" next year, as 
spending, output and profits 
growth are hit by high interest 
rates, dropping new cars sales 
to 2.18m, but it predicts a 
strong recovery “following cats 
in base rates in 1990 up to the 
general election and budget 
mnrgRfiinnq in 199L" 

It expects the rise In demand 
to come mainly from private 
motorists, with business pur- 
chases in 1984 at usm, only 
just above the report’s forecast 
JUfim for the current year. 

TmpWrft in this part of the 
forecast is that expected fur- 
ther sharp increases in the 
assessed personal benefit for 
tax purposes of company cars 
will still not be enough to 


1968 1.18 

1990 1.08 

1991 1.08 

1992 1-14 

1993 1-21 

1994 1.18 
1963-88 
1969-84 


Want the popularity of the car 
as a perk. *nns is in aptte of the 
fact that by 1990/91 the com- 
pany car operator is likely to 
be taxed at four times the rate 
prevailing in the 1987/88 tax 
year. 

“It would be optimistic for 
the industry to assume the 
(business car) tax regime has 
been pushed to the Hmii," says 
the report, declaring that pri- 
vate car own er s would remain 
at a significan t taxa tion disad- 
vantage even after the intro- 
duetto n of higher scale 
charges. 

A more likely consequence 
of higher charges would be a 
trend towards smaller cam by 
the business sector. 

The report says a further 
argument in favour of raising 
the tax level is the need to. 
encourage fuel economy in 
order to reduce emissions of 
carbon dioxide which contrib- 
ute to the “greenhouse" effect, 
ft forecasts a rise in the cost of 
unleaded petrol to reach £2.40 a 
gallon by 1904. 

The conclusion in the report 


that a flood of low-mileage 
used cars from the business 
s e c to r threatens to undermine 
tho uaed car market through 
lower resale values was ech- 
oed yesterday by Mr Tony 
Grimshaw, managing director 
of Swan National Rentals. 

The car rental industry 
accounts for nearly one in ten 
of all new cars sold in the UK. 
Presented with attractive 
Incentives from car makers 
eager to promote new car sales, 
some parte of the industry 
have been replacing cars every 
three months instead of six. 

“The overspill from rental 
companies coupled with the 
glut of new and second hand 
cars forced onto the market as 
the result of (manufacturers’) 
marketing tactics to boost 
August sales figures, will duly 
save to pat companies out at 
business, warned Mr Grim- 
duv r - 

Business Forecasts for the 
Motor Trades to 1994. James 
Marred Associates, 2, Paternos- 
ter Rena, London BG4M TDK 

£8 a 


Extra £170m for SizeweU queried 


THE Central Electricity 
Generating Board has been 
asked to explain why it 
believes a £170m increase in 
the cost of the Sizewell B 

Tpn-Uar power wttttinw in Suf- 
folk will not be repeated In fur- 
ther projects of the same type. 

Mr Michael Barnes, QC, the 
inspector conducting Hink- 
iey Point C inquiry, has called 
on the board to give a detailed 
breakdown of the cost 
increase. 

Disclosure by the board that 
Sizewell B is likely to cost 
SLUShn, an increase of 10 per 
Han led to the adjourn- 
ment of the Hinkley inquiry 
until November 7. It had been 


Ann to ftnich Wednesday 
after 171 days in session. 

Hinkley Point C would be 
almost an exact replica of tike 
Sizewell B Pr essurised Water 
Reactor (PWR) which is under 
construction. 

The board has suggested 
that the capital cost increase is 
mtriniy associated with build- 
ing the first in a series of reac- 
tors. 

It has told Mr Barnes the 
cost of the Hinkley power sta- 
tion would rise by only three 
or four per cent 

M r wanicB wants the board 
to give full details of its revised 
figures and to consider the 
effect of the cost increase on 


its economic 
nuclear power 


orison of 
coal fired 


Before revising its Sizewell B 

cost e stimate , the board had 
acknowledged that after elec- 
tricity privatisation coal-fired 
generation is likely -to be 
cheaper. 

This is because of the higher 
rate of retur n expected to be 
demanded by investors for 
bearing the extra financial 
risks - such as uncertain 

ciated with nuclear power. 

As well as Hinkle y Point C, 
the boa rd is planning to build 
farther PWRs at Wytta, Angle- 
sey and SzewelL 


Engineering 
forecast to 
show static 
output 

By Nick Garnett 

OUTPUT FROM all US 
engineering industries, which 
range from motor vehicles and 
computers to aerospace and 
wA^hnnjgfll engineering, will 
be virtually static next year, 

: acc o rdi n g to the Engineering 
I Employers Federation. 

Growth in exports wjD be 
c ounte rbalanced by a fall in 
demnw fl from the domestic 
says the fede rat i on ’s 
autumn trends survey, pub* 
fished today 1' . 

The federation expects 
domestic demand to fall 
because high interest rates, 
risipg costs and ' little or no 
demand growth in the UK 
economy will reverse the 
rece nt. Increase ' in capital 
Investment. 

Weaker A mu mij in the UK 
but continuing st rong export 
p e rformance wQl result m a 
reduction next year in the 
UK’s trade deficit in engi- 
neered products. 

The federation estimates 
that this deficit will be 
ElDASbn this year, falling to 
Just under £9fm in 1890. 

Mr Ian Thompson, the feder- 
ation’s economist, warned yes- 
terday that tiie UK’s combined 
un g hiwi hiy industries needed 
to see an accelerating improve- 
ment in their competitiveness^ 
based cm w n* i« | | >ff rates, com- 
pared with Britain’s competi- 
tors. 

Without this, the narrowing 
of the trade deficit would 
prove tem por a ry and the defi- 
cit would start widening again 
in 1991. 

The federation says com- 
pared with the 198548 aver- 
ages, UK export prices are 
about 1 per cent less competi- 
tive against West Germany 
and 6 pear cent less competitive 

■yniiwt l« ]f— aiwp 

Total af tfp* coratened 
engineering industries are 
forecast to he £119bn this 
year. 

Output levels next year an 
forecast to be higher than in 
1980 far aerospace equipment 
and electrical instrument 
engineering. Output below this 
year's levels is expected for 
motor vehicles, mechanical 
engineering and metal goods. 

Employment in all engineer- 
ing Industries is prelected to. 
fall next year. 


Buy-outs reach record total this year 


By Charles Biricfeelar ‘ 

THE VALUE Of managonymt 
buy-out deals will be a record 
this roar. In the first nine 
months transactions worth 
£5bn were completed, com- 
pared with £L4bn in the whole 
of 1988L."* -• 

-Buy-outs, where a team of. 
managers raise outside 
to acquire control of their com- 
pany, have proved an increas- 
ingly - popular means of 
restructuring companies ov er 
the past decade. 

In spite of this, there is 
growing nervousness in the 

buy-out market, according to 
accountants' Peat Marwick 
McLintock. This ban been 1 dna 


to disappointing sales in the 
durable goods part of the retail, 
sector and expectations of high; 
and rising interest rates. ’ , 

The slowdown in the xeta&A 
sector forced two earlier buy- '• 
.ants - MFfc’ the firrzzitufff 
retailer, and Lowndes Queens- 
way, the carpets and funushr 
ings group - to raise extra 
financ e. It also caused prob- 
lems for the syndication of part 
of the finance cf the Magnet 
buy-out, another furniture 
retailer. 

The problems caused by high 
interest rates have been com- 
pounded by the buoyant stack 
market. This has meant that 


the vendors of companies or 
^visions suitable for a man- 
agement boy-oat have been 
able to demand high prices, 
making it difficult to put 
together finance deals. 

-Nevertheless, there Is.-stiU a 
iipnithy market for buyouts of 
up to £50m," said Mr CJJ 
Beresford, Peats' head of buy- 
onts. “it is difficult to became 
too pessimistic about the buy- 
out market given the still 
growing numbers of eager 
investors.” 

i M flhtewn buy-outs and buy- 
ins worth more than SWnaeMg 
were completed in the third 
quarter this year iter a record 


Retailers attack credit charges 


By David Barafianf 

LEADING RETAILERS are 
stepping up a ramp^g m to 
force banks to change tHwir 
charges on credit card transac- 
tions. 

• The Retail Credit Group, 
which represents nine 1 large 
high street retailers, has writ- 
ten to Mr Nicholas Ridley, the 
Trade and Industry Secretary, 
urging him to encourage more 
competition- between frank* to 

tfae jrtastif* wink Inrtnqfa y. 

.The retailers say the “inter- 
change fee" system, under 
which the - bank processing 
credit card vouchers from a 
retailer has to pay a 1 per cent 
; foe to the bank which issued 
the card, te restricting competi- 
tion between, banks. 

'’TuterchHuge fees set a floor 
below which retailers cannot 
negotiate merchant service 
charges," said Mrs Elizabeth 
Stanton, flfrwfrw* of the itefafi 
Credit Group. 

Mrs Stanton says research 
by tile group shows that retail- 
era are paying nearly five 
times as much for taking credit 
cards, such as Bardaycard and 



ffidudas Ridley: urged to 
encourage competition 

Across, as they do for handling 
debit cards, such as Connect or 
the Lloyds Visa card, even 
though these are both pro- 
cessed through the Visa. ays-, 
tern. . 

Once a retailer joins the Visa 
network, he is obliged by its 
rules to acc r f all cards carry- 
ing the Visa symbol, even if 


fh A fpp ng cm which purch as e s 
are di ffe r substantially. 
This is known as the “honour 
all cards" rule. 

A^ccorcllugtothe group.^a 

c£42pon a <^^Tc^d^nsap- 
tton but only 9p on a purchase 
made with a debit card. 

Rmbi say the two types of 
card are not strictly compara- 
ble as credit, cards, to finance 
purchases which mi g ht not 
otherwise be made, while debit 
cards replace cheque purchases 
apd both the bank and 

. the retailer to make savings. 

The retailers challenge some - 
of the main conclusio ns in 
July’s Monopolies and Mergers 
Commission report on the 
credit card industry by saying 
that the MMC should not have 
accepted what it describes as 
spurious arguments from the 
banks that they could not 
break down costs on -plastic 

Card trniumrtinng. 

They also call on the Office 
of fair Trading to be vigilant 
to monitoring the "honour an 
cards" rula 


Call for more Inflation-Judged pensions 


By Erie Short, Pensions Correspondent 


OCCUPATIONAL pension 
schemes in the private sector 
could do more to guarantee 
increases to pensioners in 
with or near to inflation, said 
Mr John Martin, senior pa rtner 
in B. Watson & Sons, one of 
Britain’s largest fnm^ of con- 
sulting actuaries, deputy 
chairman of the Occupational 


Pensions Board. 

He . told the annual pension 
conference of the Confodorar 
tkm of British Industry yester- 
day that the present aftnatfam 
on pension increases was 
“ quite unsatisfactory." 

The security and comfort 
needed by pensioners was not 
provided by most company 


pension schemes, where .guar- 
antees of paimfim increases, 
were low and pensioners had 
to rely on discretionary pay- 
ments to offset inflation. 

Mr Martin said that the 
sound finances of company 
pewRinn schemes meant they 
could guarantee virtually 

TpAwr-Hnlmt^ pwn^mw 


quarterly value £3^bn. This 
high figure was largely doa fa 
toe c omp letion of the £24bu 
buy-out of the Gateway super- 
markets group. 

The increase in the number 
rf buy-outs has been Jess dra- 
matic. fa the second quarter of 
this year, 16 deals (of more 
♦haw £iOm) were done white in 
toe third quarter of 1968 there 
were 15 buy-outs. 

Buy-ins, where an outsid e 
fyam of TT gng F HrK fokfi CO&flQl 

16 buy-ins have been com- 
pitted so far this year com- 
pared with nine for 1988. . 

Skills of 
older staff 
‘ignored’ 

By Michael Skaphiksr 

THE WAY some companies 
ignore the skills of older staff 
borders on: negligence, the Brit- 
ish institute of Management 
says in a report to be published 
later thfe month. 

The report says that more 
tb»w half Britain's managers 
are over 40. While companies 
give attention to the difficulty 
of recruiting younger staff and 
graduates, they are ignoring 
the girnifi they already have, 
the report says. 

“A change of attitude by 
organisations and individuate 
is badly needed,” says Mr Peter 
Benton, director general of the 
HIM. 

“Same companies are border- 
ing on negligence in their 
treatment a™ use 
of older staff They compete for 
younger staff, without relevant 
knowledge, competence, or 


may be given to developing 
Cider and more experienced 
people to meet mew conditions. 

“Older staff are often pushed 
fotn early retirement to Id the 
yonngstera scale ladders of cor- 
porate advancement Yet in the 
flexible, adaptable organisation 
such ladders naay be meaning- 
less. it te competence that 
counts.* 4 ■ * ■ ■* 

Mr CoHni Couteon-Tbomas, 
the author of the report, says 
that few employers make any 
effort to recruit older staff 
When managers reach a cer- 
tain age, employers stop 
investing in them. 
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Where do powerful ideas in communications come from? 
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Paris Bourse -A major 
European stock exchange. 

When the Paris Bourse decided to expandiis services 
to meet growing demand in Prance, they chose Northern 


1 network. 

| With this system, the brokers, dealers and agents 

I trading on theExchange can give their customers rapkiacress 
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The thrust behind NASA’s 
data network. 

Tbcanrythe vast amoimt erf datafrom its computer 
network to desktops throughout the Ames Research Center, 
NASA sefectedaNcrthem'Hecon i integ ra t ed netwotfcsystem. 

It finks the widest variety of tenmnahof any ffiX.lt 
Opens access to the local netwrafc of superooaqwter5,iDain- 
frames and nmdconptos. It even readies data on NASA’s 
nationwide computer netwrat 


In Canada weVe been setting the pace for over 100 years. 

In the ISA we’re an industry leader . 

Injqjan we’re the only foreign switdiing supplier to the public telephone network. . 

And in Europe, ^ we’re the market leader in dJgM PBX and packet swindling, waking with national 
partners to build aEuropean community. 

In feet, we’re at tbe forefrontin exploiting di 
to take tefeGoamHfofcato 

Northern TBecom. The power behind communications across 5 continents and in over 60 countries, 
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Theworidklaigest SmET - the worid’s largest 

teleph(Mie cbn^ariy. financial services netwoik. 

yhmI qBn's en onnous public telephone netwoik ^ the Society for 

seeded new connXm&yM offices, *ey warned the most ’^counrainfcatkm derided to iwrtroto p^^ ^diiiigtech 1 
gdmeed^^oents sok^lttunHd to Northern Ifcfccbm. 

Tliatk^theycaBfidonNordiefn'iaeaMn-tiie <tocon^)tet«mqf«s’eohai^ 

corporatim that has baft die largest base of digital ifofi^tbm2,6<Wfiiianad 
swiidiiDgsysteiMfoservkB wifl be omstanify fiuted. Aral every da^ over we mfflion 


for more hdorautiemfteaecciBUKtt IfenterelHemfimpeiM44(«)7»8iSN0; Ron&et«1HeeD«CfaW<Q (•) «66970j grMcriAnM.33 14997 1434. 
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On October 2nd this year, the train 
leaving Platform 5 on the Leeds to 
London fine, will be a very impressive 
piece of kit indeed* y; - £. : , - i - ■= .. 

It's the new IriterCify 225. And* as 
its passengers will soon discover, 
there's nothing even remotely toy town 
about it. 
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It comes with 185 miles of newly- 
electrified track. : . 


Its bullet-shaped locomotive houses 
an engine that is Vh times more pow- 
erful than its predecessor. 

And it has a cruising speed of 140 
mph. 

As you'd expect in the wake of such a 
powerful beast come carriages with 
some equally impressive specifications. 

The seats have been made more com- 
fortable and the suspension smoother. 

Noise levels have been reduced and 
even the decor has been re-styled in 
quieter colours. 


All so that, even when you are roaring 
through the countryside, you are 
aware of no more than a purr. 


There's better air conditioning, more 
luggage space and push button doors. 

It is the first stage of a £389,000,000 

electrification programme wh.ch wli 
be completed right up to Edinburgh by 

1991. 


But even that is only a part of 
InferCity's mossive new investment 

programme- 

At the moment, we're investing at o 

rote of £150,000,000 a year. 


And improvements like our fast train 

are bringing fast results. 


Last year our operating profit was no 

less than £57,000,000. 
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UK NEWS 


CCMHERCIO ATTREZZATURt 

iroenvoBoiwi Exhitjflton o( Commerce Equipmart 

turismo attrezzature 

International Exftitefion of Tourism, 

Hold and Catering Equfpmsm 

EBG 

European Sewage fidiiWSan 

FRANCHISING 

Fxmbfffon or Franchising and frawvalfve Techniques 
in me Tertiary Sector 

SIC 

International Coffee Exhibition Oct. 20-24 

eisLATC 1= PASTICCliRIA 

Intemationcrt Exhibition of Ice-Cream 
and Confectionery 

SIRC 

Italian Exhibition of Coltecfive Catering Oct 20-24 

SfPftAL 

Exhibition ot Food Products Oct. 20-24 

EXPO VIP 

Exhibition of Products, Equipment and Services 
for Exclusive Restaurants 

Borsa Intemaztonate degli STOCKS 
International Inventory Exchange Oct 22-24 
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Imperial 
College 
first to 
appoint MD 

By David Thomas, 
Education Correspondent 

Th F E RIAL COLLEGE, London, 
one ot Britain's leading cen- 
tres of scientific and techno- 
logical research, has become 
the first leading UK m ri re tti l y 
institution to appoint a man- 


THE BAR CONFERENCE * ’ 

Donaldson urges support for white paper 


By Robert Rice, Legal Correspondent . 

LORD DONALDSON, the answers, lie salxL . : 

Master of the Rolls,, has - The spectre, of Intervention 
appealed to banisters and by a competition authority. 


nn inrnrs m Mitiuuuu mxc nw bwitius wuuuy mauuiv 


automatic. 

ft remained to be worked out 
for each category of case 


soBdtors. But it mi^itTieto 


tings and throw their weight 
behind achieving the statutory 
objectives for reform of the 
legal profession set out in the 


This advertisement Is issued by M&G Securities United (a member of MHO and 
of Lautro) in compftanco whh tfie regidationa of the CouncS of TTie S»ck 
Exchange. It does not constitute an irm&tfon far persons is aubsct&e far or 
purchase any Units in the Fund. 

THE M&G EUROPEAN DIVIDEND FUND 

(Constituted by E3eed of Trust dated 3latJiXy 1980 
and authorised tyttoS e eur Me e and ttwaaan e nl M Board? 

Issue ot Units at SOp Mod 

The aim of the Fund is © provide an above average and (ncrewUng Income 
through a dvenHIed portfolio of European securities. 

Application has been made to tfie CouncS of The Stock Exchange tor theabove 
mentioned Units to be attained to the OSeJai List. Fsrfcuton of fee Find and of 
the Units are available in tiie-Extel Statistical Services end copies of such 
particulars may be obtaned during normal business hours on any weekday 
(Saudaya mf public hotideya accepted) up to end Induing 18tii October 1080 
from: 


M&G Securities United KWnwort Benson Securities Unfed 

Three Ouays. Tower HOI, P.O.Box 560. 

London, EC3R 6BQ 20 Fenchurch Street, 

London, EC3P SOB 

and up to and inducting 4ih October 1989, hr reflection onfy. Oont the Company 
Announcements Office, The Stock Exchange, 48 Rnsbury Square, London, 
EC2A1DD. 

2nd October 1989 




Mr Angus Fraser, a former 
executive director of Chloride, 
the battery gr oup , will be the 
first person to take the post 
when he starts next month. 

Professor Eric Ash, Impe- 
rial's rector, said the appoint- 
ment reflected press u re on the 
universities to raise cash from 
sources other titan the Govern- 
ment: “In the next few years 
we will have to co n centrate 
hard on those of out activities 
which generate income.'* 

Mr Fraser’s industrial back- 
ground made him well-placed 
to spearhead that effort. 1 
expect he will be spending a 
large amount of his time 
developing the e n tre pr eneurial 
side of tiie college,” said Prof 
Ash. 

Imperial generates about 
£5m at its animal Income at 
£70m from business contracts. 

Mr Fraser, aged 44, joined 
Chloride's board in 1984 as 
director of European 
operations, fie resigned last 
year to pursue i n terest s in a 
mnwhcp of small, technology- 
based companies, but remains 
a non-executive director. 

Mr Fraser is likely to main- 
tain these business interests 
after joining Imperial 
ffls salary at Imperial 
not been disclosed, but is 
likely to be above the general 
run of academic —larin. 

Mr Fraser will take over the 
responsibilities of Mr John 
Smith. Imperial's secretary 
and most senior non-academic 
nWirfri, who 1 b retiring. 


July white paper. 

The fibster of the Rolls, at 
the forefront of fierce judicial 
criticism of the green papers 
on leg al reform, told the Bar's 
conference in London 
that the white paper had now 
found “the right way forward." 

Instead of concentrating on 
answering criticisms whic h 
have been made of the profes- 
sion, the white paper focused 
on providing machinery for 
seeking and finding those 


pnate to a profession -and 
above all to one concerned 
with the administration of jus- 
tice, had been lifted. 

The new system was com- 
plex, but contained sensitive 
checks and haianres . An con- 
cerned were “bound together 
by a common objective to seek 
to achieve the statutory objec- 
tives". He was confident that 
the machinery would work. 

On the issue of eights to 
appear as advocates in the 
higher courts, 1 Lead Donaldson 
indicated that any extension of 
existing rights of auttience fin 
solicitors was- by ho means . 


the prafessfon,tfies€sitor 
dary. the Lord Chancellor and 
Ms Advisory Ommittee. 

However, the white paper 
was right to make a distinction 
between adrocacy and prepare 
tion of a case for triaL . . 

°A lawyer who sought to 
earn his living by undertaking ■ 
both the preparation and the , 
presentation of Ms efienfs case ) 
might run the risk of becoming 
a jack of both trades and mas- 
ter of neither," he warned.- • 

This cBd. net mean; that; fin r„‘: 
. example;, in civil cases inr-the ; 
High Court, the advocate^ had V, 
to be barristers rather than _■ 


' s uc h high standards'of eompt* . 


_ thatvtittis^wlto 

Sid not concentrate dn dne or 
pther activity mi ght be tmahle 
to achieve them- . 

In the light of the Bar's long 
tradition of highly, skilled and 
specialist service, he could not 
'believe its future prosperity 
■ was in doubt 

, Lord Donaldson called for 
‘ the creation of a. body of lay 
magistrates to deal with avu 
disputes. Stellar in size to the 
' existing lay magistracy, these 
volunteer civil justices would 
-meet the public’s growing 
demand for a quick and cheap 
system for small claims. 



Lord Donaldson: at forefront 
of fierce criticism - 


Emergency order ‘open to abuse 5 


THE USE of emergency High 
Court orders to prevent defen- 
dant companies from destroy- 
ing or spiriting away docu- 
ments which may be relevant 
to a civil action is inadequately 
cm it piUini by thp courts and 
wide open to abuse, according 
to a iMniny crnmTWfmai barris- 
ter. 

Mr Hugh Laddie, QC, told 
the conference that the Anton 
Pffler procedure, so called after 
the case in which such an 
order was first used; bad seri- 
ous defects. 

The way in which such 
orders were obtained (usually 
ex parte and In secret), exe- 
cuted and finally «flg pn<»H of 
was weighted, so heavily in 
fa vo u r of the plaintiff that it 
was inevitable that they would 
be abused, be said. 

There was little doubt that 
the frequency with which they 
were now straght and granted 
reflected their effec ti veness. 

"H successful, they adminis- 
ter a true knock-out blow to 


the defendant Particularly 
when used in conjunction with 
Mareva Injunctions (orders pre- 
venting defendants from 
removing their assets outside 
the jurisdiction of the court) 
this form of preemptive strike 
may well (dose down a defen- 
dant's business," he said. 

Although the procedure pots 
an obligation on the judge to 
analyse the evidence and con- 
sider what the to 

an application might be, the 
last IS years have shown that 
serious larrmnp jq the plain- 
tiff’s case have occasionally 
slipped past the courts. 

It the order is executed and 
is successful, so long as it 
exist s, it represent s a j udicial 
prono uncemen t of prima &ds 
dishones ty against the defen- 
dant company, he said. 

The obvious course for the 
defendant is to apply to have 
the order set aside as soon as 
-possible. Unfortunately the 
courts have turned their face 
agaiI 18 t this by rngisring 1 that 


When it comes to Tailor-Made Business Research, 
there’s one Company that has it all sewn up. 

When it cornea to providing vital burinew information, accounts to management changes, product launches to market 
our researchers are certainly not dummies. In bet there's no perfo r ma n ce. In short, an individual service that is a perfect 
one better equipped to provide research that's taHor-made to fit for your requirements. 

your requirements. And confidentiality is guaranteed. Our specialist team of 20 researchers is at your sendee. 

The Financial Times Business Research Centre is a high and ready to seek out and deliver the information you need 

speed, high class service that can supply data on any company. at speed by phone, fax, telex, mail or courier. For full details 

And with 1992 just round the corner, we could be just what of tills subscription based research service, please ring Tim 
you’re looking for. Birchinall on 01-873 4102 today or attach your business card 

With the full resources of the Financial Times at your to the coupon below, 


When it comes to providing vital business information, 
our researchers are certainly not dummies. In fact there's no 
one better equipped to provide r esea rch that's tailor-made to 
your requirements. And confidentiality is guaranteed. 

The Financial Times Business Research Centre is a high 
speed, high class service that can supply data on any company. 
And with 1992 just round the corner, we could be just what 
you're looking for. 

With the full resources of the Financial Times at your 
disposal, there’s no-one better to speak to for World Stock 
Indices, economic indicators, currency statistics or any other 
fi n a nci al information* 

And for the latest developments in marketing, we can 
bring yon right tip to date. Whether It’S prospect analysis, 
published research data or specially commissioned studies, 
you can be sure of an impartial point of view. 

We have access to hundreds of online databases, and 
from the Financial Times’ own library weean draw on files on 
over 60,000 companies and 25,000 key figures in business, 
politics and public life, ha fact, we can give you a complete 
profile on companies anywhere-in the world - from the latest 
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Number One, Southwark Bridge. London SEI SHI. 
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the application to discharge 
may be deferred to the triaL 

Tf defendants cannot sdhIv to - 
have the order discharged they 
have littie option but to shoul- 
der the costs of the Anton 
Pilfer and to continue in bun- 
ness wilh the stigma attached 
to them that they were subject 
to such an order they did. not 
even try to have set aside. - 
• Delay in the Commercial 
Court was a growing threat to 
its continued success : as a 
fbrumfbr dealing with interna- 
tional commercial disputes, Mr 
Richard Williams, a City solici- 
tor. told the conference. 

The success or failure of the 
Commercial Court depended 
on its a tt ra ctiv eness to the 

fntornatirmal h mmw« commu- 
nity. The bulk of litigants 
using the Commercial Court 
are foreign and a raison d’etre 
at the court Is to earn foreign 
exchange. The court had to 
respond to customers' demands 
or it would quickly be out' of 
the market place, he said. 


Ignorance of the system 
‘puts off foreign lawyers’ 


THE REASON foreign lawyers 
make little use of the English 
Bar is that few of them know 
what it is, a leading US attor- 
ney told the conference. 

Ignorance of the Bar had two 
main sources, according to Mr 
Eric.Betielhemi, resident Lon- 
don partner of US lawyers 
Rogers and Wells. 

Thb first was the traditional 
refusal of the Bar to market its 
services, particularly abroad. 
The second was the largely 
successful efforts nf the solici- 
tors’ profession to limit access 
to and information about the 
Bar. . .' i .. 

Foreign lawyers easily came 
to^ee the Bar as "a peculiar 
English eccentricity of little 
relevance to international com- 
mercial life.” 

Top many members of the 
Bar demonstrated a self i m a ge 
and- patterns of behaviour 

aptnroarihesN» 


had continued to communicate 

- both consciously and uncon- 
sciously - contempt for the 
concerns of lay clients and the 
problems laced by other law- 
yers and other professionals, 
indiuling foreign lawyers. 

“People who dress up in old 
fesbioned costumes, live their 
professional life fu cloisters 
and refuse to talk about money 
except through third parties, 
are easily seen as, if not 
slightly silly at the end of the 
twentieth century, certainly 
not on the same wavelength as 
the rest a£ mankind,*’ Mr Bet- 
telheim said. 

- In most other countries and 
overwhelmingly in the US, law 
was no longer considered to be 
a thing found in braks. 

The deliberately quasi-aca- 
demic approach to the law and 
legal problem solving which 
the Bar adopted added a sense 
of “other worldliness” which 
was not helpfeL • ' 



APPOINTMENTS 


New chief for Simon Engineering 


■ Mr Brian Kemp has become 

chief executive of SIMON 
ENGINEERING and Mr Alan 
Jarvis group finance director. 
They succeed Mr Thn Leader 
and Mr George Richardson 
re s p e c ti vel y, who have both 
retired. Mr Kemp was 
appointed deputy chief ' 
executive in January 1988 and 
Mr Jarvis was group financial 
controller. v ... 

■ On November 1 Mr Scott 
D a vid so n is appointed 
managing director of I& 
FIBRES. He succeeds Mr Alan 
Pedder who becomes principal 
executive officer of K3 
Polyurethanes, based in 
Brussels. A member of the ICt 
Paints international business 
team and currently chief 
executive ICI Paints, Asia 
Pacific, Mr Davidson joined 
the ICE Paints board in April 
1987. 

■ PAKKFIELD Group has 
made Mr Derek Waefend 


managing director of its wheels 
division. He was formerly 
managing director of Lotos 
Cars, 

■ Mr Andrew WaDis is joining 

AAE HOLDINGS ns group 
finance on November 

L He wa& group finance 
director of Aurora. 

■ Mr John McVittie. has joined . 
the board of JOHN CHARCOL 


HOLDINGS with responsibility 
for the commercial .mortgage 
division, fie was previously 

gen eral Tnanag or *ifgh-gl 

Intrastate's Loudon office. 

BLONDES has appointed Mr 
Terry Bedford as marketing 
director. Hie joins' from 
Amalgamat ed Poods' retail 
division r Alldays, where he 
was rctah-diiector: 


Temporary . 
Executives 

you can bank on. 

Oucconiprchensiveregisterofhigh calibre, experienced and 
highly motivated executives with banking and financial 
services experience provides the right person for short or long 
term assignments, one off projects or unexpected crises. 
Contact Derek Walhngton on 01-867 6737, 


7 RoDs Buildings, Fetter Lane, London EC4A 1NH 


This advertisement is issued in compliance with the requirements of the Council of 
The Stock Exchange, it does not constitute an invitation to any person to subscribe 
for, purchase or otherwise acquire any securities of the Company. Application has been 
made to the Council of The Stock Exchange for all of the shares of Common Stock of 
no par value per share and associated Preferred Stock Purchase Rights of Eli Lilly and 
Company in issue to be admitted to the Official last. 



ELI LILLY AND COMPANY 

fiaaspotated under the lam of the State of Indiana. United States of America) 
Introduction to The Stock Exchange by 
J. HENRY SCHRODER WAGG & CO. LIMITED 


Authorised 
(number of shares) 

800,000,000 


Share capital 
for which application 
for listing has been made 


Common Stock 
of no par value together (when 
outstanding) with the 
associated Preferred Stock 
Purchase Rights 


In iani» 

(number of shares) 

282381,442 


Listing Particulars relating to the Company are contained in new issue cards circul a te d 
fay Extol Financial Limited. Copies of the Listing Particulars may be obtained during 
normal busmees hours up to and including 16th October, 1989 from: 


J. Henry Schroder Wagg & Co. limited, 
120 Cheapside, 

London EC2V 6DS 


de Zoete & Sevan Limited 
Ebbgate House, 

2 Swan Lane, 
London EC4R 3TS 


and, during normal business hours on 3rd and 4th October, 1989 from: 

The Company Announcements Office, 

The Stock Exchange, 

Throgmorton Street, 

London EC2P 2BT 

2nd October, 1989 


( 
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for bores who tell you 


engines 


rmance 


Audi 


Starting in 1992, all new cars sold in EG countries will 
have to emit 70% less poisonous exhaust gases. By law. 

Given that the car industry has done the environment 
few favours over the years, we decided not to wait until we 
were forced to act. 

As of now, every 1990 model Audi is designed to emit 
95% less poisonous exhaust gases. 

Yet contrary to what old bores would have us believe, 
yon don’t have to trade a bhp or an mph of lost performance. 

(Take the new Audi 90 quattro 20-valve shown here: 
170bhp, 0-60 in 7.8, 138mph when cruising the autobahns ) 

This engineering feat wasn't achieved overnight, of 
course. 

Our clean car programme stretches back years and has 
involved the testing of prototypes designed to push various 
theories to the limit. 

One such test featured a modified production Audi fitted 
with a catalytic converter and r unning (as all cat cars must) 
on unleaded fuel. 

This car set a world speed record by circling a track 
nfitil it had clocked up lOOOkms at an average speed of 
326kph (or202mph). 

Another old bores’ tale claims a clean car costs more to 
run. Again, not when it’s an Audi. 

And while others are charging up to £800 extra, we’re 
h nil ding a 3-way cat into every 1990 model, free. 

A dgmj new-gencrarion Audi doesn’t cost more to buy. 
It doesn’t cost more to run. And it doesn’t compromise on 
performance. 

It just helps make the world a better place to live in. 

THE AUDI 90 RANGE FROM £14,460-£19,460. 

To: Audi Information Department AR, FREEPOST, YeqnaiB Drive, B l a k c f a mfe , 
Mflcon Keynes, MKI4 SAN. Td: (0908) 601620. 

Please w* Awih of the ele? n , nrw-gencradon Audi range. FT2/W/8 
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Shand 


Committed 
to Construction 


Shand Construction Ltd. 


CONSTRUCTION CONTRACTS 


£100m Madrid offices project 


Shand House, Madock, 
Derbyshire OE43AF. 
Tefc (0629)734441 


Services at 

Canary 

Wharf 

J H JONES ENVIRONMENTAL 
SERVICES, a division of the J 
M Jones Construction Group, 
has secured the contract for 
the first phase of the mechani- 
cal services Installation for 
Olympia & York’s £lbn Canary 
Wharf development 

The contract, worth £4-5 m, 
will form the cornerstone to 
Canary Wharfs huge and com- 
plex infrastructure. It com- 
prises the man ufacture and 
installa tion of exceptionally 
large quantities of smoke 
extraction ami ventilation duc- 
twork, drainage pipework, 
heating and nhnte d wider dis- 
tribution networks and major 
items of plant. The contract 
will run from September 1989 
to late 1991 and require a work- 
force of up to GO. 

Slough hotel 

Copthorne Hotels and 
ZAKHEM MANAGEMENT 
CONTRACTING have signed a 
contract to build a 219 room 
four star hotel in Slough. The 
£12. 4m contract will Include 
comprehensive conference 
facilities , sw imming pool and 
high-quality leisure facilities. 

Parking should not pose a 
problem; two out of nine 
storeys will be devoted to 
space for 300 cars. Completion 
is scheduled for the end of 
November 1990. 



BOVIS INTERNATIONAL, a 
P&O company, has won one at 
Spain’s most prestigious con- 
struction projects - a £100m 
office and residential develop- 
ment in the centre of Madrid 
for Prfma famiAffinria SA 

Designed by John Bargee 
Architects of New York for 
Spam’s largest property devel- 
oper Prima InntobOiaria, the 
office and residential develop- 
ment will occupy 30,000 sq 
metres on the Castellans Bou- 
levard at the Plaza Castilla. 


Unique features of the develop- 
ment are two 2&etorey towers 
which lean 15 degrees off the 
vertical towards each other 
across a landscaped pedestrian 
area. 

These two steel framed tow- 
ers win together provide 60,000 
sq metres of office space. A 
total at 600 luxury apartments 
are also to be built in the three 
surrounding 12-storey build- 
ings. Parking for some 1,600 
cars will be provided beneath 
the development at three Iowa* 


levels. 

Major excavation for the 
complex Infr a st ructure assod- 
-ated with the project wfll start 
before the end of the year. 
These works include the con- 
struction of a six lane under- 
pass for the wmHti boulevard 
which has to be co-ordinated 
around three metro stops for 
Madrid’s underground. These 
three lines will continue to run 
a full service throughout the 
building programme. The 31- 
month project will be com- 
pleted by Summer 1992. 


Car manufacturing plant extension 


SIR ROBERT McALPINE & 
SONS has been awarded a 
design and management con- 
tract , worth over £10m, by Nis- 
san Motor Manufacturing (UK) 
for the farther expansion of its 
car manufacturing plant at 
Sunderland, Tyne and Wear. 

This project covers the con- 
struction of an extension to the 
press shop pawd handling 
area. Being built an a 30,000 sq 


metres site adjacent to and 
linking with, the press shop, 
the single-storey budding will 
provide additional press shop 
facilities measuring 165 metres 
x 69 metres and a panel han- 
dling and storage area at 54 
metres x 54 metres. 

Construction, on reinforced 
pad foundations, will be of 
structu ral steel frame, clad 
with composite steel panels 


and roofing to match the exist- 
ing buddings. Within the press 
shop, excavation down to a 
depth of 10 metres into rock 
win be necessary for the con- 
struction of the machine pits, 
the underground sub-station 
which will serve the major 
press machinery and the tun- 
nels far scrap conveyors and 
the electrical services. The 
work is due for completion in 
March 199L 
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NOTICE TO THE HOLDERS OF 

WARRANTS TO SUBSCRIBE FOR 

SHARES OF COMMON STOCK OF* 

jwraoTvnwaL,Lra 

teued in conjunction with 

U A 1400^00,000 

8Xp«r cent Bonds Da* 1992 
(tbe “Warmute") 

Purroant to Ottae 3(i) of tfae bemnneit 
deled 27th June. 1988 under which the 
Warranto ware iiiued. notice » hereby 

given ea EoQowr 

L On 18th August 1989 the Board cf 
Directors of the Company resotved Ito make 
* free dtotTbuthm tS shares of its Common 
on^ftiw'SiMMOiodiBrduidaradreQOKd 
time, on Octajier 20. 

jrtbution will become 

ed fectsva on December 4. 1989. bat the 

dlvldenda &)r then new Shares wm aoonie 
from October 2L 1983. Tbfcyo tana ; 

2. M a result of the above tnnwaefaoo, the 
eoirent subscription price for the Wumntt 
shall be adjusted effetiw as from October 
Zt, 198ft.H^o time. The aubwTBJttoa pri» 
h effect for (he Wbrraats wiar In such 
adjurtment is Yen 3^11.0 p«r Share *nd the 
adluDted suhscriptwi price anil be Yen 
54S7-3 per Sham. . 

FUJI PHOTO FUtCOvLTD. 

fifths Bank of IbtqM 
Thist Company „ 

eaDuburmOHAgBUt 
Deled; October 2. 1989 
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Trade fairs and exhibitions: UK 


October 3-fi 

Transport and Distribution 
Services Show and Conference 
(01-868 4466) 

Wembley Exhibition and 
Conference Centre 

October 44 

Desktop Publishing Exhibition 
(0625 879970) 

li Qwtimi Arena 

October 10-12 - 

Innovations for jnofit — TECH- 
MART (01-834 1717) 

NBC, Birmingham 
October 10-12 

Fashion Fabrex (01-385 1200) 

Olympia 

October 10-12 

Insurance Industry. Ex hibit ion 
and Conference - INSTJREX 


(01-446 8211) 

BarMcan, London 
October 14-17 

British Designer Show (01-385 
1200) 

Olympia 

October 18-19 . 

Hotel, Catering and Leisure 
Industry Technology Exhibi- 
tion - HOTECH (01-978 2050) 
Kensington KAibttiffln Cen- 
tre 

October 19-20 

Law Society National Confer- 
ence and Exhibition (0423 
530588) 

Harrogate Exhibition Centre 
October 19-29 

- London Motor Fair (01-385 1200) 


Overseas exhibitions 


Current- . 

International Robotics, CAD/ 
CAM, Automation Engineering 
Exhibition » PRODCCTIQUE 
(01-225 5666) (Until October 26) 

- Paris 

October 8-7 

International Technical Fair - 
packaging and Material Hanr 
dhDff - PACTEC (01-486 1951) 
Hdrinki 

October 7-11 

International Hotel, Restau- 
rant, Catering & Foodstuff 


Industry Trade Fair (01-977 
.8474) I ; ;• . 

Vienna 

October 9-14. ;> 

International Fair for Instru- 
mentation and Automation • 
INTEEKAMA (01-794 0166) 

DusSddorf 

October 10-14 T 
International .Anti-Pollution, 
Environmental and Safety 
Technology Exhibition - IFEST 
(01-639 7265) - 


Business and vnahagemenl conferences 

• '. •• . ", i* • .• iJ: - - -X-a* ■* {■?' ■' -v. ■ 


Current 

OTS Group: The Impact of 
information technology on 
managing organisational 
change (01-402 3574) (until 
Octobers)) - 

Windsor 

October 2-3 

Financial Times Conferences 
Retail financial services (01-925 


Hotel Inter-Continental* 
London 

October 2 

Ambrosetti Group and The 
Economist Making perestroika 
work t the challapgBB to East 
and West (484 9091) 

Queen Elizabeth XX Confer-, 
once Centre 

Gctober 3 

Overseas Development Insti- 
tute: Economic prospects for 
the Third World (01-487 7413) 
Queen Elizabeth 11 Confer- 
ence Centre 

October 9-10 

Financial Times Conferences: 
Europe and the Nordic coun- 
tries (01-925 2323) 


, Stockholm 

October 1144 . 

Strategic Management Society: 
Strategies for Innovation (OS 
317 494 4386) . 

San Frandsco 

October 11-12 

Financial Times Conferences: 
World mobile communications 
in the 90s ; (01-925 2323) 

Hotel Inter-Continental, 
London 

October 12-18 

Club de Bruxelles: The future 
at transport in Europe (Brus- 
sels 771 9890) 


October 16-17 

Financial Times Conferences: 
Re-regulating Europe’s finan- 
cial sector (01-925 2323) 

Hotel Inter-Continental, 

Ti P i nflon 

October 24-25 

International Business Com- 
munications: Third annual 
conference on the management 
anti marketing erf nnit trusts 
(637 4383) 


Anyone wishing to attend cam Of the above events is otimsedto 
telephone the organ i sers to ensure that there have been no 
changes to the details published 
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Max Lubin 

Our Director of Swaps 
the Capital Markets Desk. 



Shane Longman is one of the most 
innovative merchant banks in the new look 
City, employing over 700 people. 

But none of them is as out-to-lunch as 
Max Lubin. 

Max is Director of Swaps, and he spends 
most of his time at a prime position on the 
Trading Floor. He has tailored a refinancing 
operation to embrace Third World debt. 

And if you don’t understand what that 
means, don’t worry. Nobody else at the bank 
understands what Max is up to either. 

He speaks 9 European languages. 

He speaks 11 Chinese dialects. 

Which makes it a lot easier to 
order the take away on Sunday night. 


But every merchant bank needs its crazy 
intellectual - even the bank in Thames 
Television’s new drama serial, “Capital City.” 

So look out for an off-the-wall, pigtail- 
wearing banker called Max. 

And don’t worry that somebody who can 
speak so many languages is going to be a 
show-off. Max would never dream of being a 
show-off - would you, Max? 

'"'Capital City 1 * is on at 9 o'clock on Tuesday 
nights on ITV. Max is one of the most un- 
predictable elements in it - but 
there will be plenty of other 
surprises too . . . 



THAMES 

TELEVISION 

XXI 


Shane Longman 

A merchant bank worth watching. 
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B ritish Euro-enthusiasts 
who despair when 
their compatriots refer 
to a trip across the 
Channel as "going to Europe" 
might be comforted to hear 
that some continentals use the 
same expression when travel- 
ling to the UK. 

Dieter Popinga, a manager at 
Ford, says that West German 
employees say they are "going 
to Europe" whenever they visit 
the motor company’s European 
headquarters in the UK. 

Popinga. who is also Ger- 
man, has worked "in Europe” 
since 1977, apart from one year 
which he spent back in 
Cologna At present, be works 
in a new blue glass building at 
Ford Europe's research and 
engineering centre near Basil- 
don, Essex. He is in charge of 
sales and marketing at Ford 
Europe's electronics 
operations. 

Popinga, 48, is one of a grow- 
ing band of Ford managers 
who are prepared to work any- 
where in the world. There was 
a time, be says, when you 
could do well in one of Fora’s 
national companies without 
moving out of your own coun- 


try. 

“That's not the case any 
more," he says- “There’s been a 
flpfiTdtg change in the past few 
years. People used to be con- 
vinced that they could make a 
career in their own country. 
That's true only up to a certain 
leveL Then they see that they 
are stuck.” 

Louis LataiL the president of 
Ford Europe, wrote in the June 
issue of the European Business 
journal that the company 
wanted to develop a pool of 
mobile, international manag- 
ers. "The integration of 
operations and free flow of 
staff worldwide is the ultimate 
goal; Ford, like other car man- 
ufacturers, now sees itself 
operating in a global market 
and, as a result, has set out to 
build an international manage- 
ment team which reflects this.” 

t .ataif admitted that in the 
past most of Ford’s overseas 
divisions had been headed by 
Americans. Today, however, 
five of Ford's European compa- 
nies were headed by nationals 
of other European countries. 
The re maining 10 European 
companies were headed by 
local executives, nine of whom 


Getting Europe on to 
the same wavelength 

Dieter Popinga, Ford's radio marketing manager, tells Michael 
Skapinker how he tries to establish common ground 

then went an a Ford scholar- 


had worked in other countries. 

Popinga says that the more 
mobile managers form their 
own community within Ford. 
“You find yourself meeting 
them at seminars and meet- 
ings. Sometimes on the other 
side of the Atlantic, sometimes 
here. There’s a lot of socialis- 
ing between us." 

The managers he mixes with 
come from many different 
countries, bat it was Ford's 
American roots which 
attracted Popinga to the com- 
pany 24 years ago. When he 
was a law student in Hamburg, 
he had a part-time job helping 
to allocate scholarships to Ger- 
man students who wanted to 
study abroad. Be also looked 
after the foreign students who 
came to Hamburg. He found 



ship to study in Cahfbmia for 
six months. 

He worked for Ford in the 
US in the . late-1960s and has 
held a variety of jobs in Ger- 
many and England. He has 
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554 years, which Is a long time 
by Ford standards. 

BBS job consists primarily of 
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persuading Ford’s European 



the Americans ' who particu- 
larly appealed to him. 

He joined Ford in Cologne as 
a business administration 
ap pre n tice. AH sorts of jobs in 
Germany have apprentice- 
ships, he says, in - hiding secre- 
tarial jobs. He worked his way 
around the company from pur- 
chasing to sales to and 


cars they sell and, secondly, to 
fit radios manufactured by 
Ford rather than by anyone 
els e. The re is a lot of electronic 
gadgetry in. cars today, he says, 
and it interferes with the 
reception of radios that are 
badly fitted. When customers’ 
radios don’t work properly; be 
says, they tend to blame the 


man uEadLm e r of the car rather 
than thfl of the 

Ford would for rather its facto- 
ries install its own radios. 

- When he talks about his 
Internal marketing work to the 
Ford companies in Europe, it 
becomes clear that, global mar- 
ket mr not, national preferences 
are hard to change- K is only in 
the UK, be says, that almost all 


Rati models come already fit* 

S3 wSfa radio, to Germany, 

he says, radios are regarded as 
an optional extra. He began his 

pany's dealers in Germany to 
iSi cars with Ford radios^ 
1986. At that time, 15 per can 
of the company’s vehicles sold 
in Germany had a factorydn- 
stafled radio. Now, the propor- 
tion is 70 per cent 
Last July, his unit atBasu- 
don began working on Kanes- 
There the proportion of care 
sold with radios is 5 per cent 
The Netherlands and Belgium 
will he next “I haven’t dona 
anything in Italy, because erf 
the theft problem there. I 
haven’t done anything in Spam 
for the same reason. Irs not 
quite as serious in Spain as uj 
Italy, but it's still serious. 
Ford is working on new ways 
of reducing radio theft nwlud- 
tax distributing the various 
parts erf the radio to different 

parts of the car. 

jPTone of the countries he 
deals with Js Impressed by the 
news that cars are sold with 
radios elsewhere. “Every coun- 
try Stales it’s unique. They 
don’t want to take over any- 


thing from any other market 
They say *tt won’t work here’. 
The first time I approached 
prance, they said let's see how 
it works In Germany*. When it 
worked in Germany, they said, 
•well, the fact that it worked in 
Germany doesn't mean that it 
will work here’." 

Apart from having to adopt 
different selling techniques for 
different .countries, Popinga 
says he has also learned to 
manage employees of different 
nationalities differently. For 
the most part, be says, the 
national stereotypes are cor- 
rect. 

"Generally speaking, the 
English are pragmatic. They 
want to get things dime. The 
Germans have not learned to 
think laterally to the same 
extent My manager there Bays 
they think in drawers. Cross- 
functional activities are much 
more difficult to cany out in 
Germany than here. . 

“The English do have an 
ability to laugh at themselves. 
They make jokes about them- 
selves and the royal family. 
But I just stay stumm. They 
don't like you to agree too : 
vehemently. I’ve learned that” 


S ome UK securities firms have 
hit on a clever idea to keep 
their staff motivated. They 
promise them a share of anything 
from a quarter to a half of the firm's 
annual profits — a mamm oth share, 
given the usually modest portion 
that finds its way into such 
schemes. 

There is a catch, of course. Many 
of these securities businesses don’t 
actually make any profits. 

This Is not something that has 
escaped the attention of members of 
staff In the words of one employee 
who is covered by one of these 
generous-sounding arrangements: 
"Thirty three per cent of nothing is 
not an awful lot” 

However, the new profit-sharing 
arrangements mark an important 
development in the securities busi- 
ness, where discretionary bonuses 
have traditionally been preferred. 

Two factors have brought about 
the change. The first is the high 
level of cost-cutting that has gone 
on in the past two years, including 
the many redundancies. Cutting 
costs hits morale. Making employ- 
ees think that it may actually be in 
their own interests could help. 

The second factor is the problem, 
familiar in many industries, of moti- 
vating people who work in large 
conglomerates. Stockbrokers pres- 
ent a particular problem. Many can 
still remember the days, little more 
than three years ago, when they 
worked in partnerships. They had 
none of the interference of hank 
owners and kept all of the profits of 
what was then a lucrative business 
to themselves. They are now left 


Looking for security on the bottom line 

Profit-sharing is increasingly popular among some City houses, but its value is at times questionable, Richard Waters reports 


nursing their golden awl 

dreaming of the past 

Another problem is that stock- 
bndting Anns have gro w n in size 
and expanded into new markets, 
making it more difficult to operate 
the old informal bonus policies. 

One answer is to give equity back 
to the managers. This was done last 
year by the consortium bank BAH, 
which allowed the managers of its 
then subsidiary Sheppards to buy 
back 50 per cent of their stockhrok- 

tng firm. 

This does not give them full con- 
trol. They are outnumbered by five 
to four on their board by BAH direc- 
tors. However, the new control they 
have over day-today matt ers has 
rein vigora ted the firm, says Ian 
Maxwell Scott, managing director. 

Staff took a 50 per cent cut In 
salary at the time of the partial 
buy-out They have now recovered 
that in profit shares. This may 
sound like taking one pace back 
and one forward, but tt is at least 
better than finding yourself out of a 
job, which has happened to many 
others. 

Another bank contemplating a 
partial management buy-out is 
Security Pacific, owner of Hoare 
Govett The plan is still under 
wraps, bat appears to be motivated 
by the bank’s riisriTliurinnmmt with 
the securities business in the light 
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I'Ve BEEN OFFERED 5b% OF THE LOSSES? 


of the US’s continuing failure to let 
banks into the business ImMb the 
US, together with losses it has sus- 
tained through Hoare. One side 
effect would be to give more control 
back to the managers. 

While not going this for, some 
h anks have left, a minority holding 
in the hands of their stockbrokers. 
Former partners in the de Zoete and 
Wedd predeces sors of Barclays de 
Zoete Wedd (BZW), for instance, 
still hold nearly £lOGm of "founder" 
shares in the h ank, 

Others deride such efforts at 
motivation. There is no market 
price for the equity in the subsid- 


iary, so how are the shares to be 
valued? “Shadow” equity arrange- 
ments, muter which managers do 
not possess actual shares but are 
remunerated as though they did, 
are criticised for similar reasons. 
The BZW answer is an tmrmai inde- 
pendent reva luatio n of the shares, 
the nearest thing to putting a value 
on the business as a whole. 

While this approach is not com- 
mon, most believe that employees 
would .be better stimulated if they 
had a greater Interest in their com- 
pany’s performance. 

Commenting cm Hoare’s possible 
partial management buy-out, John 


McFarlane, managing director of 
Citicorp ScrimgBOur Vickers, says: 
“There's no doubt that there is a 
sound notion behind it” Banks like 
CStfoarp would rather give back the 
rewards of ownership than owner- 
ship itself, though. 

Luce others, CSV has moved to a 
greater degree of profit sharing and 
away from the . traditional discre- 
tionary Kwik system. Eariiar ftfa 

year it instituted profit sharing in 
its Loudon office. Although it will 
not publicly discuss the proportion 
of profit paid to London employees, 
it is. for higher than the SOTt of 10 
per cent that industrial companies 
would consider more than generous. ■ 

It is not only the Americans who 
have moved in this direction. For 
instance. Credit Lyonnais, seeking 
to inject some motivation back into 
its heavily loss-making subsidiary 
Laing & Crufkshank, has agreed to . 
allow a large chunk of London prof- 
its to be shared locally. 

Ian Hay Davison, diairfttgn in 
London of Laing & Crufkshank and 
Credit Lyonnais Securities, says he 
cannot reveal the details for fear erf 
arousing the envy of others in the 
Credit Lyonnais group who do not 
get to keep so large a share of the 
profits they create. But the 
approach may. well be working; 
competitors report that morale at 
Laing & Cnrikshank haw risen in 


recent months. 

These schemes and others like 
♦fwfri va r y in their terms, but would 
generally r et urn anything between 
a fifth and a half of locally earned 
profits to employees. 

- They also tend to be more focused 
than previous schemes, giving 
smaller groups of employees a share 
of the returns from their efforts. 

This, though, creates a problem 
in an industry where the markets in 
some instruments (gilts, for 
instance) are too crowded to yield 
much profit, while those in others 
(such as Japanese equity warrants) 
are bringing good returns. Is it fair 
to penalise those who happen to 
work in an area where there is little 
phnnfo of making a profit in the 
first place? 

A senior executive of one City 
firm, which did not want to be 
tmqiarf since it is still discussing a 
new profit-sharing deal with its par- 
ent bank, is not moved by this argu- 
ment “If you’re going through a 
bad rime, that’s the business you’re 
in. You may he unhappy, but Tm 
not sure you have a right to be," he 


However, even this hard-nosed 
execu ti ve relents a little: “ff some- 
one made a really supreme effort in 
an unprofitable area, then, he might 
be given a bonus.” 

Of course, until profits actually 


begin to materialise, all tills talk of 
profit-sharing is of little use. One 
way of getting around the problem 
in the meantime Is to pay out a 
minimum amount to all employees, 
regardless of the actual perfor- 
mance (an interesting use of the 
term “profit-sharing"). 

Another is to persuade employees 
to look further ahead than one year. 
For instance, CSV’s scheme is for 
three years; with a ny lu c k, its per- 
formance should improve over tune. 

A third approach is to play 
around with the term “profit”. Secu- 
rities firms employ a good many 
sophisticated analysts, and tiny are 
not blind to the odd bit of profit 
e nhanceme nt. As one says: all 

depends how you add the numbers 
up." 

This may get firms through the 
next year or two. What happens 
beyond this is anybody’s guess. For 
instance, it is debatable, when 
steady profits finally begin to mato 
rlalise, whether long-suffering hank 
shareholders will be happy to see 
anything up to 50 per cent disap- 
pearing into the pockets of employ- 
ees. 

Correction - 

Enso-Gutzeit 

hi Friday’s article on Finnish joint 
ventures in the USSR, Enso-Gutz- 
ett's FM2.4bn deal with Moscow’s 
Ministry of Forest Industries was 
incorrectly converted to a sterling 
value ai SSiJSm. This should have 
been £345m. 
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Third World leaders bring problems to Seven in Paris Camdessus appeals for 

nowi.anta.i.wi more money for IMF 
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We now broadcast the business of Europe 
to the business world. 

Today so much of Europe’s business is done on screen, fa’s only logical that the news and 
issues of European business should be on screen loo. 

Now the FTs expertise, depth of analysis and c omm ent will become part of its first and 
important venture into broadcasting. The acquisition of the program m e ‘European Business WfeekJtf 

It addresses the topics and issues of the week from a European perspective. Keynote inter- 
views with leaders of state and industry are a central feature of the pro gr am m e. 

This level of comment and analysis together with the importance of the issues covered is 
what draws over 2 million of the business community from Stuttgart to Seoul, from Geneva to Gal- 
veston, to use the programme as a regular part of their business briefing. 

And what will the FT bring to the party? 

Wdl, the European perspective will be broadened by calling on the experience and exper- 
tise of its journalists in Europe. 

The FT’s unrivalled database will enable even deeper analysis of commercial, financial 
and economic i ssue s. 

The FT’s financial resources, through its newly firmed company FTTY will mean 
increased investment in programme production and a commitment so bringing ‘European Business 
Vfeekly’ to even greater numbers of business people in Europe and around the world. 

As we can now say ‘No FT. . . no TV comment.’ 

Fbr further information contact Nicholas Evelyn, Advertisement Director, FTTY One 
South waris Bridge, London, SE1 9HL. Tel: 01 873 3541 Fax: 01 873 3081. 
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FINANCIAL TIMES CONFERENCES 

EUROPE AND THE NORDIC COUNTRIES 

Stockholm, 9 & 10 October, 1989 

How Efta and the European Community will develop their 
relationship is a subject of vital concern to businesses in 
the Nordic Efta countries and it will be one of the principal 
themes of the FT Stockholm Conference In October. 
Kjell-OIof Feidt, Kalevl Sorsa. Johan Gahr Store and 
Thorsteinn Olafsson will give Nordic government views on 
this question and Niels Heiveg Petersen will add a Danish 
viewpoint 

The Nordic business community includes many companies 
which have already developed sophisticated approaches to 
the Single European Market and these will be addressed 
by Gerhard Heiberg, KaJ Hammerich, HaraJd No/vik. Bo 
Ramfors, John Quitter, Anders Ljungh arid Paavo 
Rantanen. 

RE-REGULATING EUROPE’S FINANCIAL SECTOR 
London, 16 & 17 October, 1989 

The Financial Times has In recent years arranged a series 
of successful conferences on financial regulation In- 
co-operation with Deloltte Haskins & Sells. These have 
featured plenary sessions of considerable authority but 
have also included workshops that have provided a 
significant opportunity for delegates to discuss quite 
detailed questions. Re-Regulating Europe's Financial 
Sector represents the extension of this, format to the 
European stage and an exceptional panel of speakers 
includes Sir Leon Brittan, QC, Vice President of the 
Commission and Huib Muller, the new Chairman of the 
Basle Committee. A particular feature will be country by 
country workshops., regulatory aspects and an 
authoritative discussion of taxation issues. 

BUSINESS WITH SPAIN: STRATEGIES FOR 1992 & 
BEYOND 

Madrid, 6 & 7 November, 1989 

With the continuing international interest in Spain, the 
Financial Times is arranging this Autumn its fourth 
Business with Spain Forum. To be organised .in 
association with Expansion, the conference will focus on 
the economic outlook for Spain and Europe and then go on - 
to assess a number of major Issues of Interest to the 
banking and international business community. Speakers 
include: Peter Li I ley, Financial Secretary to the Treasury; 
Claudio Aratnzad! Martinez^ Spanish Minister of Industry A 
Energy; Luis Carlos Crafsslar Batista, ComisJon National 
del Mercado de VaJores; Sir Martin Jacomb, Barclays de 
Zoete Wedd; Manuel Guasch Moll ns, Ebro; Francois 
Henrot, Compagnie Bancalre; Emilio Botin Rios, Banco 
Santander and Mario Conde, Banesto. 

WORLD raECOWIUNlCATIONS 
London, 4 & 5 December, 1989 

This year’s annual conference will bring together a most 
eminent panel of speakers to review the key issues facing 
the industry^ as It becomes more International; competition 
versus regulation in sendee provision will be examined as. 
well as the impact of technology and innovation on. foe.-i 
market. Paul Qulles. Dr Schwarz-Schiliing, Dr Filippo 
Pandoffi and Alfred Sikes, are among the speakers who will 
be leading foe debate. . . I 

Alt enquiries should be addressed to 
Financial Times Conference Organisation 
126 Jermyn Street, London SW1Y 4UJ 
Tel: 07-925 2323 {24-hour answering service) 

Telex : 27347 FT CONF G Fax: 01-025 2125 



COURSE 

LONDON 

9 October-27 November 1989 

Arranged by 

FINANCIAL TIMES 

and 

CITY UNIVERSITY 
BUSINESS SCHOOL 

The FTCity Course comprises eight 
weekly afternoon sessions, starting 
on 9 October 1989- 
This training Course is specifically 
designed for employees of companies 
with interests in the City who only 
wish to spend half a day away from 
the office each week. 

The following organisations will be 
amongst those giving presentations: 

Association of British Insurers 
Bank of England 

Barclays de Zoete Wedd 

Charterhouse B ank Limited 
Credit Suisse First Boston 
Deutsche Bank 
UFFE 

Lloyds Trade Project Finance Limited 
NCL Investments Limited 
Quilter Goodison and Co 
Scandinavian Bank Group pic 
Schroder Yentures limited 
Securities & Investments Board 
Standard Chartered Bank 
The Building Societies Association 
The Guardian 

The Union Discount Company of London pic 
3* pic (Investors In industry). 





















BP rehangs the Tate 


Colin Amery bemoans the fate of 
the Museum of London 


FTJte roadtaheflisparodwlth 
§■■ good ijrtoitlJHK: go visit toe 
■M.- . - Barincaaln the City.at Loo- . 
jL- <fan T Dudos this^rsJoni! . 
bot simiia^ tlie BOTbicaii ArtsCen- . 
tre, with its concrete terraces and 
fountains, almost came into its own. 
On certain' days -it looked lie those . 
arcMtecturalperspectiv^ of the 1350s 
with happy crowds gathering under , 
striped umbrellas looking into a 
cloudless .future. 

The differences to planning and 
architectural attitudes of the 1950s 
and the 1980s are profound, one of 
them being the . provision- of. public 
buildings. Not that comprehensive 
develc^ment is etdirely a thing of the . 
past, but a quick comparison between' 
the Barbicanand London Docklands-. , 
graphically fltnatrates the decline or 

planning apB fhn afftvri of the fibers 
tlon of marketforces. 

After the end crf the Second World 
War- the CHy Vsttheni had a vision . ftff 
the- Barfaican: it would be residential ' 
and COnune hdaL ftialnifo Arb opin' . a 
major London arts centre, a new . 
museum and a uofiegefoar the teach- . 
ing of music. The cuttnr M and educa- 
tional eiements may have been .the 
last parte of the scheme .to see toe 
light of day, , but they did, and were 
always seen as toe yttal antidote to ... 
commercial forces. : . ..." 7 

Today yon may lie forgiverifor 
thinking that commerce has van? 
q niahad culture * Tsst . tois thesis by a! . 
simple experiment -called “find foo ' 
Museumof London." 

Most major titles cC the world have 
museums off 'ttrir' history; "may are. 


vital for actions and represent a kiiul 
of. cqltnral loadstone tor the city, it 
, was- 1975 when the new Museum 
opened, Hsdocara at toe west end of 
London Wall, combining toe contents 

of the London Museum in Kenringtan 
Palace and the Guildhall Museum to 
provide the citizens with a compre- 
hgn gi TO OTvt chang in g display of Hy 
histoay of London. 

. But can you find the Museum? 
Today it resembles as archaeological 
idle completely submerged bybufld- 
rng jcKctw ACCeSfi to the wnwwmw hag 
always beenpoor. K has suffered from 
the impenetrable pedestrian podium 
and that sense of alienation bo effiso- 
.tively co n vey e d by the architecture of 
the Barbican. Recently, this separa- 
tion has been made .even, worse by the 
commercial redevelopment of London 
Wall, Aldersgate Street and Little 

Bri tai n. . 

I doubt whether, many people are 
aware .of the. devastat in g effect of 
drills, dirt- dfivcloDment da the 
museum. Visitor figures have dropped 
byhalfa million people a year. Tirade 
has correspondingly dropped in the 
shop and restaurant Ihe museum's 

Once, evtoaaUy.lsdle, the gfoitnr 
wffl be confronted cm the podium by a 
fine display at . dying lflars, wilting 
fatsias and dead bamboos. The 

nnt wnwp lnrira at n' iftitarwa reached 

drily. after a tong walk- over stained 
IflaCk bricks and a procession of Utter 
Mna: A glance down the hcfle that 
passes tor a garden reveals kitchen 


Tony Andrews 

Mnsfliim of Tendon; inac nesgflilft aitinng a jimglp of wal kways and snr m im d^ by h nllding rites 


reftzse and something called (presum- 
ably ironically) “the environmental 
office." 

. There is worse to come. To the west 
of the museum in Little Qrffarfn a real 
monster is rising in toe tons of the 
Wirnpey office development. The 
responsibility for this SOOfoot zigga* 
rat of offices just to the North of 
StPaxd’s lies firmly with the Secre- 
tary of State for the Environment: 
local objections and the planning 
refusal of the City Corporation were 
overruled. It is hard to believe that 
toe Royal Fine Art Commission could 
hare Hked the scheme. The result win 
be horrific. 

The building c u rrently under con- 
struction Is designed by the Fitzroy 
Robinson Partnership, ft is insensi- 
tive, and ugly. The token 

"conservation” of some 19th century 
facades around St Bofcolph’s, Aldars- 
gate and Postmans’ Park seems com- 
pletely pointless. Bart of the second- 
ary road system finking London Wall 


to Newgate Street will pass beneath. 

A Than Gate, the giant office devel- 
opment for MEPC designed by Terry 
Farrell, which, will bridge the west 
end of London Wall, is going to be 
flnr tfhor overpowering neighbour for 
the museum. There is no way it can 
gain visibility and prestige when it is 
utterly and remorselessly smothered 
by mmnwrri^ development. 

The current exhibition, whimsically 
entitled The Lord Mayor and the 
Thames , shows just the tip of the 
iceberg of the collections relating to 
London as a world part. Negotiations 
between the Museum of London and 
the London Docklands Development 
Corporation for a new museum of 
London’s river and docks have been 
going on fruitlessly for ten years. 
Perhaps it is time for the City 
Corporation to face the inevitable and 
sell tfa*. Museum of Teflon to any 
of the developers who are 
surrounding it on all sides and, with 
the not inmmritWahlp y ^rtniiM, move 


the Museum of London to a 
prominent central she. 

It has been suggested that the 
riverside buildings of Somerset House 
(currently occupied by tax officials 
who could work anywhere) and the 
refurbished but empty Billingsgate 
Market would make two perfect 
museums. They could be linked by a 
river boat service. Why not a new 
Museum of London as part of the new 
Paternoster development by St. 
Paul’s? If every estate agent and 
property developer who has built to 
the City in the 1980s gave one per cent 
n f the profit s to a new charitable tmat 
a new museum could be built 
tomorrow. 

The lack of civic pride to London 
maicBg thf« so unlikely as to be 
laughable. And that is the tragedy of 
architecture’s marriage with 
commerce. It has buried cultural 
aspirations and a sense of the prestige 
g»d history of the City underneath 
the concrete walkways. 


H.I.D. ( Hess Is Dead ) 


BREW HOUSE THCATRK, TAUNTON 


Hie Oxford Stage Company's 
touring IQitp Lear, directed, by 
John Hetallick, jg dressed, Bbt 
toe Clwyd Othello I saw last 
week, in the costumes uf the 
Bdw an ifa ns and anattrib ute hte 
uniforms, and-tdayed an a hare 
stage with a minimum of 
furniture; (Designer,- Phil 
Swift) .: r :: ■" \ ; 

The lights go. up on a 
boardroom table with a. Mg 
chair at the head and six 
Kmaifar chairs at the sJdes^tmt 
before the action begins, a hoy 
sings a wordless song. 

Then Kent and Gloucester 
set the political soawrhra 
conversa t i o nal way, 'and liter 


somewhat .-elusive court 
manner for a touching Poor 
Tom - : though;! think John 
Retallack is wrong togtve him 
~toe flmny Mis vrito. hit head 
-poking through toe, cardboard 
boX -at the hovel. . 

Raymond. Greenaway's 
athletic, . barefooted Fool 
is a good match for his 


Deborah . Findlay's 
headmistressly Gonerfl is 
easily the more hateful of 
foe elder sisters, though Carla 
Mendonca's Regan, in her 
less bullying way, is pretty 
a ' .hateful. l ' Matilda Ziegler’s 
ir l ■ Cordelia 5s hof^ quite lovable 


(Philip Voas, grey, butrenoaghto justify her 
vigorous) takes fete. seal and dangerous attitude to her 


begins the division "of bis 
kingdom. It is not fearsome 
time that h e reaHse s Ida errors; 
when he demands “Wfaopot 
my man to the stodteT he^fii 
believes in- his kingly 
authority. . “• 

His descent into madness, 
beginning at “Poor naked 
wretches, is admirably done, 
but it is aptiy toe stoam-Js-so 
loud that much of the. dialogue 
over it is muted. ' . 

Stuart Rtchman’s Gloucester 
retains his intrinsic dignity; 
even white he is bring bound 
to a bench to have his eyes put 
out, but from to**" an. dignity 
gives way to pathos, equally 
ge nuine. 

Kent, tod, tBMy Hartman) is 
strong on digidty; I never saw 
a man so relaxed to the stocks. 
But his tripping of the "base 
football-player 1 * . . is truly 


Gloucester’s two rims are ah. 
odd pair . '-.John Kazek’s 
Edmund is Scots, Glaswegian I 
suspect, and wears a kilt; 
stn yy n Kunz’s Edgar is at Ms 
best after be has exchanged a 


father, she is a real matrii for 
her steters.'' 

The lack of furniture for 
some reason takes a dimension 
from toe -narrative. L felt 
sometimes as if X were at a 

ipfjpgfi rftwdfn y.- 

The company is reduced as 
far as possible. Casual 
servants, follawers, messengers 
are- represented, when 
neces sar y, fay the boy that sang 
the' introdnetory' song, a girl, 
actually,. (Saira Todd), 
identified to the programny as 
Curan, but 'acting as various 
otoecs, Inchuting the player of 
the percussion in toe wings 
that is sounded to signify 
cbangea of y*™. - 

Thetoterval is held until tile 
end of Shakespeare's Act 3, 
that to after about two hours 
and. 10 minutes’, playing, hut 
the audtqnce was as patient 
and attentive as if they were at 
Dte WaBeBre. The production 
now tours- torosshout toe neat 
two months, . . 


ALMEIDA THEATRE 

The BSP season at the Almeida 
continues with the world pre- 
miere of a sqpmi) short new 
Howard Brenton play not 
about Rudolf Hess, Commis- 
sioned by the Mickexy Theatre 
to Amstmdam, ft investigates a 
variety of attitudes towards 

hwrfnrw»ff j| t yiiHi 

Surrounded by imperial 
chairs and TV monitors, an 
investigative journalist, lorry 
Palmer (David Calder), who 
believes in nothing at aO. to 
inte r v ie w ing the young widow. 
Charity (Polly Walker), of a 
famous Jewish Hess-htmter, 
Istvan Luher. They are to a 
Swiss sana torium. Left alone 
“witii a YTS machine and some 
tapes. Palmar invokes both 
familiar film footage of Nurem- 
berg and Spandau. and a 
UNESCO c ommitte e convened 
an toe day of the war crimi- 
nal’s death (August 17 1987) to 
prepare a statement for world 


wK»rUa c onsum p tion. 

If Hess did not hang hfaiwgTf, 
but was bumped off and was 
not even Hess to start with, 
Brenton does not posit a the- 
ory, not even a conspiracy the- 
ory, about the iriwntity of toat 
grim granite-jawed greycoat 
paring his barren garden for 40 
years under intense 
round-theclock surv eillance. 

He merely suggests that his- 
tory is re-written for the sake 
of some nebulous political con- 
venience and propaganda. How 
COUld an (dd maw hang 

himsetf from a window latch? 
Why was the noose of electric 
wiring smeared to acetone? 
Why did Hess not agree to see 
his wife for 28 years? 

P almer is shown a filmic 
analogy of Hess’s physical 
decline in a floppy-limbs, fell- 
ing-over ballet choreographed 
by Gaby Agte and danced by 
Charity. This sequence, and 


the eternal media bombard- 
ment of facts snipped and tai- 
lored in advertising and news 
pro gr a mmes, are tamely man- 
aged to Danny Boyle’s produc- 
tion- One imagines Mickery 
will let rip. 

Finally, we see a tape of 
Luber himself, who died on the 
same day as Hess, fatally gorg- 
ing himself cm oysters before 
burning conclusive evidence of 
Hess’s non Hess-ness. This 
ogre-like "mortician of toe 
truth*’ is none other than thp 
author Brenton leering down 
tire lens from hfe pigsty incin- 
erator. 

This sombre beat of lamenta- 
tion is inter-cut with the dry, 
crackling comedy of two con- 
ference delegates, a linguistic 
academic flown in from Paris 
(Diane Fletcher) and a Marxist 
professor, hilariously done by 


on the 


idla bombard- centenary celebrations while 
lipped and tai- lancing the notion of EC rai- 
sing and news ture (“Goethe drowned in a vat 
e tamely man* of rancid butter"). Bath have 
Boyle’s produc- records as undercover intefli- 
tes the Mickery gence aids, both are pleased to 
be with UNESCO, floating on 
see a tape of "the flagship of freebies.” 
rho died on the These scenes I cannot imag ine 
is, fatally gorg- the Mickery doing so welL 
oysters before The idea accumulates of 
tve evidence of Europe gauging up cm its past, 
sss-ness. This while the obsessive devotion of 
tician of toe Charity to Istvan is linked to 
jther than tire Constanze’s passion for Moz- 
teering down art, Simone de Beauvoir's for 
s pigsty mein- Sartre. She is married to both 
ghost and exorcist Meanwhile, 
eat oflamenta- if truth lies in stones, then 
with the dry, Brenton must make the walls 
ty of two am- of Spandau speak; and he does, 
s, a linguistic in a powerful, cunningly 
in from Paris rhymed recorded poem he 
ami a Marxist recites himself, angrily, on 
oualy done by their behalf, 
to to cashing to 

and Mary ter- Michael Coveney 


The Astronomer's Garden 


B^Yoimg 



THEATRE UPSTAIRS 

The Croydon Warehouse, 
under Ted Craig’s direction, 
has cornered a profitable little 
market In costume plays deal- 
ing more or less abstrusely 
with -the ri ghto and issues o 
bygone days as seen from a 
contemporary perspective. 
After David Allen’s urbane 
analyses of Jousonfen comedy 
and Victorian patriotic zeal 
(Cheapside and Glorious 
Things, respectively), Kevin 
Hood sets Ms cap at the late 
late Stuarts in a production 
transported to the briefly 
reopened Theatre Upstairs, a 
year after Its Croydon pre- 
miere. " 

This remarkably assured sec- 


ARTS GUIDE 


r md jgay pits the illusion of 
scientific certainty against the 
certainty that It is all an illu- 
sion. Beneath the bluster of 
knowledge and the bluff of sta- 
tistical analysis, man is merely 
asserting his droit du seigneur, 
whether that means comically 
fallacious assertions about the 
anatomical differences between 
male and female brai ns, or 
ch asing the household skivvy 
round the tables. 

The garden of the title 
belongs to John Flamsteed, 
astronomer royal to Charles U, 
whose choleric temperament 
led to notorious quarrels with 
everything from Sir Isaac New- 
ton to his apple. The historical 


pre s ence of a young Mrs Flam- 
steed, whose rate claim to pos- 
terity was the sale, on her aged 
husband** death, of his entire 
collection of instruments, fuels 
the speculative drive of the 
play through her naive roman- 
tic attachment to a dissolute 
young dflletante sent to spy on 
her husband, and her subse- 
quent revenge an the male of 
the species. 

Images of sexual and eco- 
nomic exploitation surge 
through a play which borrows 
a structure from the upstairs- 
downstairs antics of Restora- 
tion comedy, and a sensibility 
from the 19th ce ntu ry noveL 
Thp pas)|tnnfltp young woman 


imprisoned by dry-as-dust sci- 
ence; the eager young assistant 
who dreams of Cambridge as 
he runs to do his masters bid- 
ding seem, perplexingly, to 
come straight from the pages 
of Hardy and George Eliott. 

However, there is an impres- 
sive vigour to writing which is 
admirably served by a cast 
who find a happy medium 
between period mannerism and 
contemporary consciousness: 
Charlotte Attenborough, par- 
ticularly, makes an excellent 
job of the sparky little skivvy, 
antithesis to Emily Richard’s 
fine-featured Mrs Flamsteed. 

Claire Armitstead 


September 26-October 2 


MUSIC 


If you work in the busmess centres of .... 
ANTIBES, BORDEAUX, CANNES, 
GRENOBLE, LYQPC, MONACO; NICE, 
PARIS (all anonefissements) pins 92000 
postal code'. STRASBOURG, • . • / 

TOULOUSE, MARSEILLE otNANTES 

gain the edge oyer your' coniperitors. Have 

the Flnandal^ Tunes hand delivered tp.your 
office at no ertia diarge arid you wiU be fully 


Orchestra National de France 
conducted by Jeffrey Tate, Mar- 
earet Marshall, soprano: Richard 
Strauss (Wed). Theatre Des 





12 FREE ISSUES 


When you take out your first subscription to 
the FT, weTl send you 12 issues free. Then 
see for yourself why Frederick- Ungeheuer. 
Time magazine’s senior financial - >• 
correspondent, describes os as *4he paper 
with the best coverage of imernational 
finance.”. . 

(jD Psaris{01)42 97 0623 

And ask John Rolley for details. 


FINANCIALTIMES 

EUROPE’S BUSIN BSS NEWSPAPER 


Orchestra (to Paris conducted 
by Semyon Bychkov. Alexis 
Wefesenberg, pfaUKK Dntifleix, 
Ravel, Beethoven (Wed, Thnr) 
SaUePleyeK«S63079Q. 

VtmBai 

Centre de Hnrigue Baroque 
evokes 1289, thexTndal year, 
by music Ss^VexsaStes from Octo- 
ber l tin November 28. IherewiH 
be the opening mass for the 
states general, symphonies dedir 
cated to ICnfeAateinette and 
a concert given over to her harp- 
music, wackr by foe Battens in 
Versailles and an evenlngaf 
music af the Trianon Palais. 


the Second World War H 50 years 

ago. 

The programme attempts to 
w ptoin the historic events and 
their influence on contemporary 
culture and society in terms of 
the struggle for liberty- There 

will performances of works by 
Mam ao af Britten’s War 

Rfqnjwn and Prokofiev's Alexan- 
der Nevsky. Most of the Bee- 
thoven symphonies will be 


Orchestra Amsterdam, conducted 
by Biccardo Chailly, the Berlin, 
philharmonic, Leningrad Sym- 
phony, the Sarto Klnen Orchestra 
muter Seiji Ozawa. The North 
German Radio Orchestra wfll 
perform Krzysztof Penderecki’s 
Polish Fw qntem under the COfo* 
poser. Other highlights incimte 

a concert version of Andrea 
Chenier starring Renato Bauson, 
Franco Bonfeoffi, Maria Guele- 


estrance toeech af the con- 


Orpheas Chandler Orchestra. 
Soloist, Alfred BrsndeL Bee- 

thoven, Mozart, Copland, Proko- 
fiev. MusSwerdn. (Mthj). 

Wiener Schubert Trio. Mozart, 
'Schumann. Musflcverein. (T tms). 
Wener Ssmshradker. cond- 
cated by Erich Lemsdoil 
Brahms, Schumann, Busoni 
Muslkverein. (Wed, Thuzs). 

Frankfurter Feste 1989 

This year’s Frankfort Festival 

with the title of A Common 
Brotherhood is based on two 
historic events; the French Rev?> 
lution in 1789 and tha start of 


Choir conducted by Gianlnigi 
Gehnetti, as well as Handel ’s 
rarely played Tameria no, The re 
will be also be contemporary 
rairete by Wolfmng Ttihm, Maori- 
do Kagel, Michael Sdl and Anto- 
nio Madigan. Experiments, must- 
cal theatre, chamber music, 
egfafh ftk n s open-air tnnsic 

round off the programme. AEte 
Oger. tickets Frankfurt 069/1340- 
^0. Ends Oct 3. 

Bonn 

Beetbovenfest will be the high* 

light of Bonn’s 2,000th annivo- 
sajy celebrations, with a roun d 
30 concerts. Bonn, Beethoven's 
birthplace, focuses on a wide 
range of his works, played by 


posed with those of a contempo- 
rary composer, who this year 
wiU be Leonard Bernstein. 

Among the orchestras appear- 
ing are: Berlin Philharmonic 
under Lorin Maaad, Royal Con- 
certgebo w Ordhestra Amsterdam, 
conducted by Riccardo Chailly* 
Hw London Clasrical Players, 
the ’ftw pHgh BarOQPB soloists and 
the Monteverdi Choir of London, 
c o nducted by John EUot Garttt- 
nesr, the Vienna Philharmonic 
under Leonard th® 

Dresden Philharmonic, tiie Bona 
BeethovenhaHe Orchestra under 
music directs Demos Russell 
Davies, who is also the artistic 
director tf the festivaL Last day. 
Koraertkasse Tel; 0228/775756. 

Beribi 

Berfin Festival until Oct 2 wfQ 
be a forum of 'East meets West*. 
A Manrizfo Poilinl piano recital 
with works by BrnnTnft,Schoen- 
berg and Beethoven (Sat). Gbam - 
ber Orchestra of Europe ana solo- 
ist Gidon Kremer, Yuri 
Baschmet, conducted by Trikolaus 
barnoncourt in Mozart and 
Schuhat (Sun)- The Hamhtw 
philharmonic Orchestra and Via- 
dimir Ashkenazy (piano), con- 
ducted by Gerd Albrecht plays 
Aribert Reimann, Brahms and- 
Janacds- Phflbarmonie, 
Ludwigsliurger Schloss, Theater 
im Forum: ffito anniversary con- 
cert of the Monteverdi Choir Lon- 
don and the English Baroque 
Soloists, condocted by John EUot 
Gardiner in Mozart and Bee- 
thoven (Wed). 

Chicago 

Chicago Symphony Orchestra 
conducted by music director-des- 
ignate Itzhak I^riman (violin). 


Brahms programme. CFue, ThnrX 
Orchestra Hall (435 6666) 

New York 

New York PWXhannonfc. Zhbin 
Mehta conducting. Mozart, Mah- 
ler (TimV Hnim ntii Rfllixur con- 
ducting Mozart (Thur). Avery 
Fisher Hah (874 2424) 
juilliard Orchestra. Otto-Werner 
Mueller conducting with Allison 
Eldredge Ccello). Beethoven, 
Elgar, Brahms (Wed). Avery 
Fisher Bail (874 2424) 

Washington 

National Symphony Orchestra 
conducted by Mstislav Rostro- 
povich with Panl Tortelier 
Ccello). Saint-Sagas, Elgar. 
Schubert (Toe); Barry Douglas 
(piano). Mozart, Prokofiev. Gold- 
mark (Thur). Kennedy Center 
Concert Ban (487 4800) 
Alexander Toradze piano redtaL 
Ravel, Mussorgsky, Beethoven 
(Thur). Kennedy Center Terrace 
Theater (467 4600) 


The Tate Gallery is to receive 
its largest ever sponsorship 
gift. £300,000, from BP. The 
sum is also toe largest amount 
given by the company to an 
arts organisation. 

The money will help pay for 
a comprehensive rehang of the 
Tate’s collection, which will 
also involve redecoration of 
walls, the removal of false 
walls and ceilings, and the 
resanding of floors. In all, 
the spring clean will cost 
£5Q0fi00. 

The rehang is the first obvi- 
ous sign of a new director at 
work. Nicholas Serota took 
over a year ago and is using 
the rehang to show the full 
spread of British art from 1550 
to the present day, dissolving 
the present divide at 1900. 
Twentieth century British art, 
which is currently largely con- 
signed to the basement, will be 
brought up to the principal 
floor. International modem art, 
a sector that Mr Scrota is keen 
to develop, will be integrated 
into the flow. 

The Duveen Galleries will be 
restored to their original func- 
tion as a sculpture court, and 
visitors will now follow a cen- 
tral aids into a chronological 
display of art. The new presen- 
tation wfll open to the public 
on January 20, 2090; for the 
preceding ten days the Tate 
will be closed. 

Every nine months or so 
there will be a change of paint- 
ings (a dozen galleries vml be 
re-hung in September next 
year), giving the Tate the 
opportunity to show off in 
depth particular schools inside 
its collection. 

At the moment around two 
tMri s of its Hnidiwg g are not 
on public view. 

Regular visitors to the Tate 
will fmd every work of art in a 
different place and around 25 
per cent of the exhibits will be 
fresh to the eye. The aim is to 
ensure that, by frequent 
changes, more of the art will 
get an airing. 

* 

It is often said that sponsors 
shrink from supporting fringe 
arts activities. It is undoubt- 
edly true that many companies 
prefer to be linke d with safe, 
well established institutions, 
like the London orchestras, 
where they can entertain 
clients at concerts in the 
knowledge that nothing will 
happen to disturb their guests. 
But experimental dance 
troupes, music groups, and 
drama companies do have their 
backers. 

Next week Barclays Bank 
will show that it is prepared 
to take a chance by encourag- 
ing what could be controver- 
sial new plays. It will 
announce that it is giving 
£225,000 over three years to 
boost fringe drama, or what it 
calls “independent theatre 
companies.” 

Each year, informed judges 
will select up to eight of what 
they consider to be the best 
fringe theatre groups in the 
country. Barclays wifi under- 
write a month long London 
showcase season for their work 
at toe Royal Court Theatre. 
The cash will also go towards 
commissioning new plays for 
the season. 

Antony Thorncroft 


Glasgow-based brewers Ten- 
nents have announced a 
£250,000 patronage of next 
year’s City of Culture celebra- 
tions, the biggest single spon- 
sorship of the Scottish event 

The Tennants events range 
from a new year’s day Vien- 
nese concert by Glasgow Phil- 
harmonic Orchestra to a three- 
week ran by the touring com- 
pany Communicado in a new 
piece of music theatre by Liz 
Lockheed at the Tramway. 
Centrepiece of the Tennents 
portfolio will be the inaugural 
concert at toe Glasgow Inter- 
national Concert Hall, which 
will be given by the Scottish 
National Opera in the presence 
of Her Majesty the Queen. 

Texments’s dramatic leap 
into the sponsorship list for 
Glasgow 1290 puts it at the 
head of a spending league 
topped by brewers and distill- 


ers. Whyte & Mackey is put- 
ting £135,000 into the Van 
Gogh exhibition, while Mat- 
thew Gloag and Son, manufac- 
turers of The Famous Grouse 
whisky, lag by a head at 
£100.000. Teachers has made a 
year-long commitment to the 
festival's press centre. 

The alacrity with which 
Scotland's alcohol industry has 
embraced Glasgow 1590 reflects 
a national trend towards a 
wider and mere imaginative 
arts sponsorship than in most 
sectors, as advertising gets 
more sensitive and marketing 
more important. 

Tennents is typical of Bass 
subsidiaries in its pitching of 
sponsorship at a local, corpo- 
rate level 

Its sister company, the Mid- 
lands-based Bass Mitchells and 
Butlers pumps an amount 
“substantially into six figures” 
each year into Midlands-wide 
sponsorships ranging from the 
Birmingham Symphony 
Orchestra to its £100,000 Young 
Achiever and Working for the 
Midlands awards, which last 
year gave bursaries to three 
young musicians and this year 
will give a substantial cash 
boost to a creative project still 
to be selected. 

The search for a brand 
image that is stylish, eye-catch- 
ing and appropriate has been a 
recurrent theme. Most conspic- 
uously imaginative of the beer 
sponsors in recent years has 
been Becks Bier, which, in the 
four years it has been seriously 
marketed in Britain, has based 
its image on its patronage of 
avant-garde arts traditionally 
avoided like the plague. 

George Wyllie’s paper boat, a 
50 foot long, SO foot high epi- 
taph to Scotlands shipyards, 
was one recent beneficiary; 
coming up is a national tour 
and exhibition by performance 
artist Silvia Ziracek, whose 
outslzed representations of 
domestic items will share a 
launch party with extra-size 
bottles of Becks, as yet only 
available in Germany. 

While companies like Book 
of the Year backers Whitbread 
prefer a single substantial ini- 
tiative, others spread a broad 
net. 

Guinness United Distillers is 
an example of a firm that has 
exploited the tenson between 
corporate and brand identity, 
using Harp’s sponsorship of 
the Edinburgh Assembly 
Rooms to keep a presence in 
the festival while the expiry of 
a three-year commitment by 
Guinness itself has enabled it 
to concentrate its energies else- 
where. 

The tricky issue of name-as- 
sociation has been negotiated 
by Harveys of Bristol, whose 
backing of the Leeds Piano 
Contest guaranteed it hours c: 
television time without the 
all-important Harveys prefix to 
the contest’s title. Harveys 
routes some 40 per cent of its 
sponsorship through the com- 
petition, concentrating the rest 
on musical events in the south 
west of England on the basis 
that “wine and music have a 
good affinity." 

The importance of propriety 
in alcohol sponsorship is 
emphasised by Mary Bailey, of 
Harveys, who says: “I don’t 
think we'd sponsor motor rac- 
ing, because we’re a drinks 
company, and we wouldn’t 
back anything closely associ- 
ated with children or teenag- 
ers." 

For sponsors with a clear 
head and clear conscience, one 
need look no further than toe 
burgeoning water industry. 
Perrier UK Ltd, which markets 
five waters, has a brand profile 
for each of them - Pick of the 
Fringe awards and the graph- 
ics hall at London's new 
Design museum for style-con- 
scious Perrier; croquet and par- 
liamentary tugs-of-war for afi- 
English Buxton and sports and 
fitness events for purer than 
pure Volvic. 

The aim? That today's fit- 
ness-fixated, alcohol-eschewing 
generation should have a 
water for every occasion. Natu- 
tcUb. 

Claire Armitstead 


Glasgow Citizens Theatre 


With Glasgow designated the 
European Capital of Culture 
for 1990, the Glasgow Citizens 
Theatre has announced its pro- 
gramme for the entire year. 
The plays are: Pirandello’s 
Enrico Four, translated by Rob- 
ert David MacDonald, directed 
and designed by Philip Prowse 
(February 2 - March 3); The 
Four Horsemen of the Apoca- 
lypse directed by Jon Pope 
(March 9 - 31); Alexandre 
Dumas’ Antony translated and 
directed by MacDonald ( April 


6 - 21); Brecht’s Mother Cour- 
age with Glenda Jackson, 
directed and designed by 
Prowse (May 4 - June 2); 
Shaw’s Mrs Warren's Profes- 
sion directed by Giles Havergal 
(August 31 - September 29); 
Goldoni's The Housekeeper 
translated and directed by 
MacDonald (October 5-27); 
and Nicholas Rowe’s Jane 
Shore directed and designed by 
Prowse (November 2 - 17). 

M.C. 


Conservatorio G. Verdi. Warsaw 
Chamber Orchestra and choir 
conductedby Wqjceach Czepiel 
singing Mozart Motets (Wed.) 
(76001755). 

Rome 

Teatzo Olimpico. Two chamber 
music concerts: Mozart, Schul- 
hoff andBrahms (Mon) and Boc- 
cherini, Weber and Schubert 
(Toes.) (393304). 

Venice 

Teatro la Fenice. Two afternoon 
piano recitals by Charles 
Rosenrplaying Chopin Nocturnes 
(Mon) and Beethoven's last three 
Sonatas (Tubs) (5210161) 


BBC Symphony Orchestra season 


The BBC Symphony 
Orchestra’s winter season will 
contains some important world 
and UK premieres, including 
BBC commissions, the first of 
which is Elliott Carter's "Anni- 
versary" on October 5 followed 
by David Blake’s Cello Concert 
on March 16, both at the Festi- 
val HalL 

Other world premieres, also 
at the Festival Hall, are from 
Tristan Murad, Pierre Boulez, 
Oliver Messiaen, Harrison Bir- 


twistle, Jouni Kaipainen and 
Niccolo CastiglionL 
At the Barbican the BBC 
is presenting a Berio festival 
from January 14-17 which 
will include four TJK premieres. 
The composer himself will 
conduct the BBC Symphony 
Orchestra in the opening 
and closing concerts, while 
the London Sinfonietta 
and BBC Philharmonic will 
give the second and third con- 
certs. 
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A bridge 
too dear 


WHEN IT COMES to changing 
deeply ingrained habits, no 
amount of laws can match the 
power of salutary example. 
Hence the European Commis- 
sion has reason to be pleased 
at the recent outcome of its 
dispute with Denmark over the 
award of a large bridge con- 
struction contract. Though 
Brussels failed to obtain all the 
corrective measures it sought, 
the incident gives a timely 
boost to its renewed attack on 
national barriers in the Com- 
munity's £200bn a year public 
procurement market 

Acting on complaints from a 
disappointed bidder, the Com- 
mission accused Danish 
authorities of violating EC 
rules by specifying the use of 
local materials and labour. 
Brussels dropped its efforts to 
get the contract suspended 
after Denmark admitted 
wrongdoing and agreed to 
allow the unsuccessful bidders 
to seek damages and recover 
their bidding costs through 
arbitration. 

As wen as vindicating the 
Brussels intervention, the case 
is significant because the com- 
plainant was not Danish, but 
the French Bouygues group. 
Despite past EC efforts to open 
up public procurement, cross- 
border competition remains 
minimal- The EC has now set 
tighter rules for public tenders. 
However, they will not be 
enough on their own. First of 
all, they need to be firmly 
enforced. The Commission is 
expanding its own enforcement 
role and has won broad sup- 
port for a proposal to entitle 
victims of illegal discrimina- 
tion to seek redress at the 
national levaL 

Blowing the whistle 

It has been argued that few 
contractors have bothered to 
compete outside their home 
markets because they consid- 
ered their chances of winning 
too small; even fewer have 
been prepared to challenge the 
loss of contracts, for fear of 
offending governments. Some 
public procurement authorities 
have asserted that stricter EC 
tendering rules therefore 
threaten simply to add admin- 
istrative burdens without 
yielding any economic benefits. 
Bouygues’6 complaint suggests 
otherwise by showing that 
whistle-blowing can pay. 

Secondly, existing directives 


need to be broadened to cover 
four large sectors - water, 
energy, telecommunications 
and transport — which are 
excluded because of past diffi- 
culty in devising rules to cover 
private as well as public enter- 
prises. The Commission pro- 
poses to (dose the loopholes by 
basing its criteria for regula- 
tion not on ownership, but on 
the extant to which purchasers 
face competition and enjoy spe- 
cial government privileges. 

None the less, even this test 
throws up many borderline 
cases. In deciding how widely 
to cast its net, Brussels cannot 
avoid subjective Judgments, ft 
needs to be sceptical of special 
pleading by companies seeking 
to escape regulation, while also 
taking care not to impose 
whflrfrtow where no dear com- 
petitive purpose is served. 
Above all. It should be ready 
regularly to review its own 
decisions on which industries 
are covered. 

Open to outsiders 

The third condition for the 
success of a single market in 
public procurement is that it 
should be open to participants 
from outside the EC. Wide 

lTitgmatiraml competition Will 

ensure purchasers of the best 
value for money, while check- 
ing any temptation by Euro- 
pean suppliers to form a Com- 
munity-wide cartel. 

The Commission's current 
proposals would entitle EC 
purchasing authorities to insist 
that at least half the value of 
the contracts they let must be 
of Community origin and 
would oblige them to give EC 
bidders a price preference. 
Brussels says it would drop 
these provisions if the EC's 
trading partners agreed in the 
Gatt to open their markets. 

Used purely as an interna- 
tional negotiating lever, this 
approach could prove effective. 
As a practical policy tool, how- 
ever, it looks impossibly 
bureaucratic and could easily 
play into the hands of those 
Interventionists who argue 
that the EC an "jxxnis* 

trial policy” to promote its sup- 
plier industries. That is exactly 
the kind of thinking that the 
Commission attacked at a 
national level in the Danish 
bridge case. What is rotten in 
the state of Denmark would be 
rotten for the whole of Europe, 
too. 


A sexist policy 
on pensions 


ONE OF THE greatest sources 
of sexual inequality in Britain 
is the unequal state retirement 
age. At the age of 65, men can 
expect to live for only anoth e r 
23 years. But women are less 
prone to chronic illness and 
can expect to live for 17 years. 
Yet under present social secu- 
rity rules, women are allowed 
to retire earlier than men - at 
60 as opposed to 65. Men thus 
die four years earlier but have 
to wait five years longer for 
their benefits. This means that 
women receive the state pen- 
sion for nine years longer than 
men. Such a state of affairs 
seems Indefensible. 

The Equal Opportunities 
Commission has been cam- 
paigning for equal pensions 
treatment for men and women 
for more than a decade. The 
EOC is now taking legal action 
against the Government for 
failing to comply with the 
European Community's Social 
Security Directive, which took 
effect in 1984. The directive 
does not insist on equal retire- 
ment ages, but it does require 
equal treatment of men and 
women in the social security 
field. The EOC believes that 
Britain's national insurance 
contribution rules contravene 
the principle of equal treat- 
ment At present, men have to 
pay NICs for at least 44 years 
in order to qualify for a full 
state pension, compared with 
39 years for women. Even if a 
man has paid for 44 years, he 
still has to pay until he retires 
or reaches 65 whereas women 
stop paying at 60. 

A strong case 

The EOC*s case is expected 
to be heard in the Efigh Court 
early nest year. The outcome 
of the judicial review is uncer- 
tain. But in economic terms, 

the EOC would appear to have 
a strong case. It canno t be fair 
to make men pay into the 
national insurance scheme for 
much longer than women 
when they are likely to draw 
the state pension for a much 
shorter period. The abolition of 
the “earnings rule" announced 
in the Budget, which takes 
effect this week, will further 
accentuate the inequality. 
After the age of 60, women who 
choose to continue working 
win not only cease to pay NICs 
but will also be able to draw 
their fUU state pension. 

The Government could com- 


ply with the spirit of the EC 
directive by altering the contri- 
bution roles. But the source of 
tiie problem Kes in the higher 
male retirement age. This leads 
to sex discrimination in other 
areas since many concessions 
are linked to the state retire- 
ment age. A redundant mate 
aged 62, for example, does not 
qualify for free National 
Health Service prescriptions. 
The Government's approach 
also stron g ly influences behav- 
iour in the private pensions 
industry: many occupational 
schemes discriminate against 

TTW>T 1 . 


Demographic trends 

Reform is dearly needed, hi 
order to reflect women’s longer 
life expectancy, an actuariaOy 
fair state pension scheme 
would require a higher retire- 
ment age for women than for 
men. But this is not politically 
feas i b le, nor would it be per- 
ceived as fair. There is no rea- 
son, however, why the Govern- 
ment should not legislate for 
equal retirement ages. Many 
countries, including the US, 
Canada, Sweden, West Ger- 
many and France, have 
already taken this step. The 
European Commission has pre- 
pared a draft directive winch 
advocates complete equality in 
the pensions field - for exam- 
ple the introduction of widow- 
ers’ pensions as well as equal 
retirement ages. 

But the principle of equality 
begs a question: should pen- 
sion ages be levelled down or 
up? Demographic trends, 
which will increase the relative 
size of the pensioner popula- 
tion in the 21st century, sug- 
gest the retirement age for 
women should be raised. In the 
US, an increase in the common 
retirement age from 85 to 67 
has already been agreed, 
although it will not be tally 
implemented until the year 
2027. But the Government 
must also face a social reality: 
the de facto retirement age in 
the UK is falling: in 1975, 85 per 
cent of men aged 60 to 64 were 
in work; by 1966, the propor- 
tion had fallen to Just ova- 53 
per cent The declining activity 
rate reflects individual choice 
as well as the impact of corpo- 
rate redundancy schemes. One 
tiring is certain: the of 
the species deserves a better 


Guy de Jonqoieres and Hugo Dixon examine how Sony is turning European 
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ost industrial companies, 
and particularly Japa- 
nese ones, which faced 

. the task of digesting a 

$3.4bn overseas acquisition In an 
tiTifamiUar industry would want to 
draw breath before embarking on any 
strenuous new challenges. But not 
Sony. 

For Sony's worldwide ambitions 
extend far beyond its proposed take- 
over of Columbia Pictures Entertain- 
ment of the US, which was amwrnnced 
last week. Indeed, the deal is just one 
element in a much more elaborate 
strategy by the electronics manufac- 
turer to transform itself into Japan's 
first truly global company. 

Sony is betting its future on a 
far-reaching Internal reorganisation 
intended to create in each of its main 
overseas markets - the US, Europe, 
and Asia - a largely setf-sufficient 
industrial and management infra- 
structure with substantial freedom to 
run its own affairs. 

At the end of the process, the com- 
pany reckons it will be positioned to 
respond with exceptional flexibility to 
new product developments and 
j.hawgpa Jn demand wherever it does 
business. But achieving its goal wfll 
tax its management resources and co- 
ordination on a scale without prece- 
dent in its 45-year history. 

The essence of the company’s plan 
is progressively to transfer from 
Japan the functions needed to per- 
form the entire “product life cycle," 
from initial <toiig n and development 
( T fr m n gh engineering production 
to Tnarkpfrnp and sales. Control WOUM 

be vested in semi-autonomous 
regional managements, which would 
need to refer to Tokyo only on impor- 
tant m a tter s of corporate strategy. 

Many other J apanese companies are 
discussms rimfiar policies of “global 
localisation," which go beyond mere 
assembly plants. However, Sony, 
which already has two thirds of its 
sales outside Japan and prides itself 
on its interna tl ram ny-mindfld manage- 
ment philosophy, is much farther 
advanced than most 

Though it is regarded at home as 
not typical of Japanese companies, it 
is also looked on as a pacesetter, 
whose successful innovations are 
widely imitated. Hence, its progress 
will be closely watched as a test case, 
both by its competitors and by 
authorities in host countries. 

hi Europe, Sony’s drive has been 
given special urgency by the coming 
of the single market and fears of 
increased E u ropean Community pro- 
tectionism, particularly in the sensi- 
tive electronics sector. Sony hopes not 
only to preserve access to its existing 
European hut also to posi- 

tion to enter new nneg by win- 
ning acceptance as an “insider," 
tre a t e d on the sanw te n n a as indige- 
nous companies. 

Sony was among toe first Japanese 
co mpanies to manufacture in Europe, 
opening a television plant, at Bridg- 
end, south Wales, in 1974. Today tt 
has eight assembly plants an d two 
«te ypfo pm<»TTt and engineering centres 
in six European countries. The com- 
pany’s European operations emplo y 
8^00 people, 800 of than Japanese, 
and provided 2 3 per cent of its world- 
wide turnover last year. 

Bridgend is a model of what Sony 
hopes to achieve in local manufactur- 
ing. It supplies all the odour televi- 
skms «nH tubes which the company 
sells in Europe, except for 14-inch 
models, and makes or buys in Europe 
more than 80 per cost of its parts and 
materials . By umrt year, an expansion 
of the tube plant wifi raise this pro- 
portion dose to 100 per cent 

Overall, though, only 40 per cent of 
Sony’s European sales is sourced 
locally. The company wants to raise 
local content by adding European pro- 
duction of high-value components 
tofilurtlng semiconductors, heads for 
video-recorders (VCRs), optical pick- 


The emergence of 


always been heterogeneous and is 


of new people and ideas.. 

His confidence Is borne rot by 


a 



ups far compact disc (CD) players and 
a magnetic tape coating plant It is 
also setting up several small research 
and development operations and may 
rrm sitter making acquisitions, particu- 
larly in the Adds of computer arid 
entertainment software. 

The proposed expansion, which 
would involve investments of several 
hundred million dollars, stems partly 
from a decision to shift production 
out of Japan in response to the strong 
yen. But Mr Jack Schmuckli, Swiss- 
born chairman of Sony Europa, 
ndmite t h s * EC anti-dumping actions 
and local content . rules have also 
played a nde. “At bottom, it’s a politi- 
cal decision, due to not knowing 
where 1992 will go,” be says. 

He also concedes that even though 
Bridgend now matches efficiency and 
quality in Japan, manufacturing in 
Europe cannot be justified an strict 
cost criteria: “If we followed just the 
economics of manufacturing, we'd 
whip the lot from southeast Asia.” 
However, he says Sony can exploit 
in te rnatio n a l opp ortun ities e ffe ct ive ly 
only if products are designed and 
made in the markets where they are 
sold, under toe control of managers 
famflfcrr with local conditions. 

The centrepiece of Sony's E u ropean 
operations is an executive committee. 
known as European Xetei Kaigi 
(EKE), created two years ago. Chaired 
by Mr Schmuckli, with four Japanese 
and four European members, its remit 
is to take charge of corporate plan- 
ning. appoint senior executives, con- 
trol budgets and supervise the activi- 
ties of Sony's matrix of business units 
and country subsidiaries. 

Mr Schmuckli says the committee 
has already begun to co-ordinate 
European production and i nvestmen t 
decisions more closely arid to curtail, 
duplication and rivalry between 
piante. An overall development plan 
is luring drawn up, under which devel- 
opment efforts will be rationalised 
and each main product will be made 
111 tWO piante in ri l ffergnt Countries. 

Sony's top management shows 
every sign of being serious about 
localisation. It is something of a per- 
sonal crusade of Mr Akio Merita, the 
company's chairman, and earlier ttfa 
year Sony affirmed its commitment 
by ap p ointi ng Mr Schmuckli and Mr 
Ifike Schulhof, president of Sony 
America, to its main board. 

However, some big hurdles must be 


Akio Marita: on a personal crusade to localise 


vitally cm a network of contacts in 
Japan which short-cuts formal report- 
ing rhannrfa. Getting impor ta nt func- 
tions suc h as p roduct development 
authority transferred to Europe can 
also defend, he says, on winning the 
personal hacking of influential Japa- 
nese exe c ut iv es based in Europe. 

He also casta doubt on how quickly 
Sony headquarters will, in practice, 
dece nt ralise authority. Asked whether 


bufld a new factory, if they want to 
change their organisation, they have 
to come to see me. I am top manage- 
ment in Europe." 

Also central to Sony's grand dempn - 
is that management should be 
»»n tr u ste d to European naHnnali S 
already fam more local managers in 
senior positions than most Japanese 
«rni pmte« and 'is renowned for its 
liberal use of headhunters. Hiring 


Where Sony rate 

kes Its sates 
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o vercome before Mr Morita’s vision 
can become reality. The first will be 
to establish the legitimacy of the new 
in«ii management structure among 
rank-and-file managers. This may not 
be easy in an organisation in which 
fri rpinl Wm^mhiag count far Ift fl S than 
person al rela tionships, many of which 
radiate from Japan. 

For instance. Dr Rainer Kurr, gen- 
eral manager of Sony's European tele- 
vision operations, says he relies 


all the Europ ean u nits will e ventually 
report to the EKE, he replies emphati- 
cally : “Not manufacturing. The eight 
European factories are basically con- 
trolled by To kyo." Mr Schmuckli 
retorts that the BEK'S - and his own 
- importance in the new scheme of 
things has not yet been tally appreci- 
ated. Line managers In Europe 
remain free to run their day-today 
affairs as they wish, but, he insists: 
“If they want money, if they want to 


from outride obviously enables the 
co mpa ny to “Europeanise 1 * . its 
operations much more rapidly than if 
it relied on growing its own talent 
But some industry experts wonder 
how well Sami's much-vaunted corpo- 
rate culture wifi withstand the influx 
of so many new recruits. 

Mr Schmuckli, who joined Sony in 
1974 after r unning Polaroid’s subsid- 
iary in Japan, dismisses such doubts. 
The company’s culture, he says, has 


where sates grew by . 42 per cent in 
yen terns lari; year - f aster than in 
the US or Japan. Retain on sates was 
about 5 per cent,' more than the com-, 
party's worldwide profit margin . 

But to sustain that records Sony 
will need to broaden its business base 

iir Europe. which BtULdepends' mainly-, 
on consumer electronics. Markets foe 
some products, such as colour televi- 
sions, are growing mature, while 
increasingly fierce competition is 
squeezing margins on others, such as 
VCRs and audio equipment 

mce many Japanese, rivals, Sony 
plans to emphasise -more sophists 
• cated and specialist products. .It 
already has a sizeable, and highly 
profitable, nofecansmnet business in 
studio broadcasting systems. Newer 
areas earmarked far diversification 
include mobile telecommunications, 
robotics, computer intelligence and 
medical systems. ■ ■ - . - 

To succeed in most of these busi- 
nesses, Sony will need to develop new 
distribution and marketing skills 
And in some, particularly those under 
public sector control, it wifi need to 
overcame a strong Mas in favour of 
European suppliers, which is Ukriy to 
continue long after 1992. . 

Hence Sony's, determination to 
become a memb er of the European 
“club.** As a first step, it recently 
recruited Mr TJakko Sctruringa, a for- 
mer Philips executive and latterly 
directin' of toe European Conuuis- 

gfotl’g fplpwwmr m nirfltamwi iHiriBlnn | tn 

spearhead its expansion in that area. 
TIT. you want to become an insider, 

raar* 811 ^ stder *” 

Sony would also deariy like to par- 
ticipate in joint indEBtry research pro- 
grammes, such as Esprit and Eureka, 
from whim Japanese. companies have 
bo far been excluded. Its execut i ves 
are unsure how much useful technol- 
ogy it would get out of them, but are 
confident' that membership would 
constitutes valuable endorsement of 
its political acceptability. 

EC authorities, however, seem 
Hkaly to react with extreme wariness. 
White Brussels has long urged Japa- 
nese electronics companies to deepen 
torir local investments, as Sony plans 
to do, it still views them more as an 
insidious threat to the'strategic inter- 
ests of EC. technology industries than 

as potential alltea. - 

The dilemmas facing Sony's quest 
for “insider” status are crystallised in 
toe i nternational war of naves over 
high definition television systems. 
Japan was the first to. develop an 
HDTV standard, known as Muse, 
pmm pHwg the EC hastily to formulate 
its own rival system HD-Mac, and to 
ftmd an -industrial consortium to 
develop the technology. 

Sony has promoted Muse as a world 
standard, but now recognises that -it 
wifi almost certainly need to embrace 
HD-Mac if It is to win a share of 
future HDTV sales In Europe. Some 
Sony executives argue that it can only 
become a market leader in Europe if 
it is admitted to toe EC development 
effort. But the EC consortium’s rules 
would require Sony to support HD- 
Mac as the sole world standard, and 
that, according to Mr Schmuckli, it is 
not prepared to do. “We would never 
pay the price of abandoning Muse,” 
he says. “We can’t afford to abandon 
a global project for a regional one. 

“From a Japanese viewpoint, we 
may not be a typical company, but 
that doesn’t make us a non-Japanese 
company. , hi toe final analysis, we 
will be driven by interests dose to 
Japanese interests. We should not be 
ashamed, we should be proud of it” 

This is the first of a series. Future 
articles unll appear on the manage- 
ment page. 


Ingham on 
the record 

■ Bernard Ingham became 
Margaret Thatcher’s Press Sec- 
retary 10 years ago today, 
though to** Prim** Minister 
little directly to do with his 
appointment — except to 
approve it The pair of than 
had never met before and it 
took a two minute interview 
to seal the job. 

In gham thinlcH that trl a rwrn o 

was put forward by Sir Jack 
Hampton, then the Permanent 
Under-Secretary at toe Depart- 
ment tf Energy where Ingham 
had ju st been put to charge 
of conservation policy. Previ- 
ously he had been responsible 
only for the publicity. Hampton 
asked if he would like to go 
back to Government Informa- 
tion. Ingham said “only at the ’ 
top", which was where he 
Tainted. 

Possibly Sir Clive Whitmore, 
then the Prime Minister’s Prin- 
cipal Private Secretary, also 
had something to do with it 
Ingham had been on a dvil 
service course with him a few 
months before. 

Ingham is the off-the-record 
voice of the Prime Minister: 


journalists, less so to the wider 
world. Much of the news, and 
some of the comment, that you 
read about the British Govern- 
ment comes through him. He 
says he prefers this anonymity: 
"The system would not permit 
me, an unetected official, to 
become a media personality.” 

There has been no chang e 
in hfs working methods since 
he started. Ingham has a dep- 
uty, three other mess officers, 
two secretaries and an office 
manager what he calls “a 
small tight group". You have 
to be “instinctive about toe 
way you work.” he says, “and 
get under the skin of the Minis- 
ter. It is an enormous asset 
to work with a Prime Minister 
who doesn't change her mind.” 

Ingham denies that Tm» has 
taken total cont rol of the Gov- 
ernment information 
The Prime Minister’s Press 
Secretary has always run it 


Observer 


be has simply tried to coordi- 
nate it He is pleased that 
nearly all his deputies have 
gone an to become chief infor- 
mation officers at various Min- 
istries. Over 70 Government 
press officers have been given 
training at No 10 Downing 
Street during his stewardship. 
“Ilis very satisfying in my 
advanced years to have devel* 
oped a personnel management 
syst em . 

Hte worst experience was 
having to deal with the Falk- 
lands War. The most touching, 
he sa ys. Is “watching girls and 

nf all shappa and gjzes 

come tumbling out of cup- 
boards or wherever to get dose 
to Mrs Thatcher - especially 
in Japan.”Tbe best is “coating 
towarkin the morning for the 
infinite variety " . A regret - 
he calls it a great 
tragedy - Is that the conspir- 
acy theory holds so much sway 
in the British media. “There 
is a lot of malice around, and 
that depresses me.” 

He would like to stay tin 
toe next general election and 
reaches the retirement age of 
60 in June 1992, about the last 
month in which it can be held. 
He might write a book. He 
might go the University off 
Newcastle and help teach a 
course in government rela- 
tions. But the book, if it comes, 
will be a manual of his office. 

There will be no great spilling 
of beans, though (off-the-re- 
cord) he has spilled a few in 

hlS tiroo anti nag HO dOUbt COO* 

cealed some as wall 


Not typical 

■ Not all Japanese business- 
men conform to a pattern; 
Kazuo Inamofi is one of the 
more idiosyncratic. Over 10 
years ago the Financial Times 
described him as a “myth- 
breaker from Japan". 

Inamori, now 57, is the chair- 



"Natkmal Power? It takes all 

my electrical appliances six 
months to come on.” 

man of Kyocera, the ind ustrial 

cfifflintei flnrl p 1 w ti orfflis STTOHD 
which has just announced a 
takeover off AVX, a US elec- 
tronic components mate r. 

The only son of a small print 
sho p owner, he has an impa- 
tient ambition that rfled toe 
managers of a Kyoto ceramics 
company where he began work 
after graduating in applied 
chemistry. A series of argu- 
ments prompted him to leave 
the company hi 1959, taking 
seven colleagues with him. 

He founded Kyoto Ceramic 
which, as the name suggests, 
later became Kyocera, toe 
world's largest manufacturer 
of Integrated circuit ceramic 
packages. He went to the US 
to sell his ideas to Texas 
Instruments very early on. 

Inamori likes to call himself 
an “intrapreneur”, a jargon 
word that he uses to mean a 
business person who “creates . 
new venture divisions within 
one company”. He disclaims ' 
any desire for great personal 
wealth. “We have a saying,” 


be says: “Money has legs and 
if y ou fry to catch it, it will 
run away from you.” 

In 1984, he esta bl ished toe 
Kyot o Prize, de signed to 
reward outstanding achieve- 
ment. On his definition that • 


away from the norm. Among 
the winners of the prize have 
been Or Noam Chomsky, the 
linguist; and Dr John McCar- 
thy, the artificial intelligence 
researcher. 


Golfing times 

■ Cbelsfield, the private prop- 
erty company engaged to 
transforming Wentworth Gog 
C3ab, has been shocked by the 
depth, of feeling against its 
plans to offer £800,000 equity 
states plus 800 additional cor- 
porate memberships. Theshare 
ptemngs have not gone as 
smoot hly as w as hoped. 

Wentworth diehards — 
known at other local clubs as 
the Wentworth boat people 
because no-one else will nave ' 
them -have registered their ■ 
own complaints by snubbing . 
the bar. 

There has been some talk 
about placards at the forthcom- 
ing Stnrtory M atch pl ay at Wen- 
tworth. Residents on the 
Wentworth estate adjoining 
the .course are also miffed at 
the idea of increasing hoards 
of golfers at toe foot of their v 
gardens- As one member said: 
There is nothing to stop than * 
starting their lawnmowers as - 
Greg Norman approaches an 
important putt m two week's 
time.” 


Listen hard 

■Letter to parents from toe ^ 
Somerset Health Authority: " 
“Dear Parent, Your child's 

hearing wffi shortly b e tested 
at school as part of a routine 
screening, s toe heatfag fafla 
below a certain levd, yoa wul 
be invited to attend ndime 
for further investigations. 

“Zf you hear nothing, Fgn • . 

may assume that yodr child s 


day.” 



Before laundaini 
into leasing __ 
do your groundwork. 


R J Hoare Leasing can lease 
your cars, vans, trucks and 
equipment wherever you axe 
intheU.K. 

From truck to computer; or 
bulldozer to helicopter; 
contact RJ Hoare -the best 
way in the world to launch 
your leasing requirements. 


WWW 

9* 


RJHQAEE 
T rartngT amflyid 

33? Ride Road, Bournemouth, 
Dorset BH221AE. 

Tel: Bournemouth (0202) 752400 
Telex: 41351 Fax; (0202) 752SOO 
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US 8 * a.modest 

Crater far. the Mg' Seaton 
1 uhQ-.4aa' to' p romiftm sfc 
_ . .the end df 1992, but the 
Euroaean.-'R omin ii Ti i f y ’ tt T M*s 
dir ec t i ve which becama effec- 
tive yesterday could provide 
'.some valuable > clues • to. the ' 
■po tent i a l fora smgte European 
market in financial sauces. 

From now on, national 
bo^ari»:^4Jsjq^eaxfttf 
mutual fands or i n v es t m ent 
companies which qualify as 
^undertaMngs for collective 
.investment, in transferable, 
securities" <Octts^ E^r_«non« 
pie, the, Egfc Securities and 
Investments Board; has so far 
recognised 15 foreign funds, aH. ‘ 

based in L uxemb ourg. ‘ . ■• • 

Many marketing teams 
around Europe are now work- 
ing urgently onihe problem of 
how to exploit the new poten* 
tial for tDternatiwiallsmg a 
$500bn market which up to 
now has rematned stubbornly 
domestic. .There will- be no. 
immediate rush, because 
important countries such as 
West Germany .and Belgium 
have failed to implement . 
national legislation fat time far 
the October 1 deadline. In any 
case; it win take several 
m o nt hs lor the- bureaucrats to 
process the documentation. 
But the momentum is likely to 
build up over the neat year. _ 

It all goes back to Beraie 
Corafeld- The ' notorious 
founder of Investors Overseas 
Services (BOS) rampaged across 
Europe in the late 1960s selling 
mutual tends in what was 
largely a regulatory vacuum. 
Mutual tends suffered .a. teni- 
ble loss of public confidence. 

In response/ governments 
imposed restrictive legislation 
which prevented the cross-bar-. . 
der marketing even of reputa- 
ble funds; Zt-then;. took. many, 
years focr the European Com- 
mission patiently to. negotiate . 
tee Dcifs Directive, which was 
agreed in .1985; Nowadays, 
under, pre awge of 1992, things 
are moving, a lot faster japec* " 
tors like banking and Insur- 
ance. .■v’* 

Some countries have been 
very keen. Luxembourg has 
eagerly stjfrfed the. opportunity . 
to bniM;a roIe as the EC’s very 
own “offshore" centre . for 
mutual funds; by. rushing 
through laws setting up a 
favourable regulatory and tax 
structure, it licensed 130. new. 

last year, and working 
Bat out, the Institiit Mon&taire. 
Luxsmbourgeois (IML) has 
already recognised 1X5 more so 
ter this year, making a total of 
640 worth over $60bn. Ireland 
has recently sought to go for 
the same v potential' nmxket,: 
based on its tax-free -Financial 
Services Centre in Dubhn. The 
UK has also been at the fore- 
front, partly because it was 
convenieot to factafe legtala- . 


Barry Riley reports on the new 
pan-European market for 
collective investment funds 


Soiling Ucits: how Europe’s markets differ 



Ireland 


[• Most safes Siroogh independent 
iRMomdatos, as imfe-flited Insurance 
• UK unit truss already sold In batand 


• Independent SfianctalaiMMfsaefl 
35-48%, Insurance companies 30-35%| 

• IFAs must provide advtce’’ 


Denmark 


• Almost aH safes through banks I 

• No ‘off the page* or phone j 

ssSkn 



tfosn within tee toss Financial 
Services Act, and partly 
because the British investment 
services industry is keen to 
expand -on tee Continent. 

- :Other countries have been 
more restrictive and protec- 
tive. The classic case Is Ger- 
many, which was probably hit 
harder than anywhere else by 
- IOS, a nd has s ubsequ ently bnr- 
■ led its retail inuaHhuwif- hrdns- 
try in red tape. 

M«n y roro n stiMtae will 
remain, because , the passport 
given to Ucits only relates to 
their authorisation. They will 
still need, to comply with the 
particular marketing rules -in 
each country where .they are 
sold. It te a prospect that has 

xmmy jffo* 

motors gasping in dismay at 
.the complexity of th« challenge 
facing them. Even as powerful 
and successful a. unit trust 
grou p as ’.Britain's M & G has 
stffl not deckled cm an initial 
Ucits strategy. 

What exactly is' a Ucits? B 
can vary in str u c t u re so long 
as it follower certain basic 
-retire. It mud be ah open-end^ 
tend with the sola object of 


In Germany 73 per 
cent of the market 
consists of bond - 
funds, against 10 per 
cent hi the UK 


Investment in transferable 
securities (so that tends invest- 
ing footer eggwnpte, property, 
commodities or money market 
instruments cannot quality). 
Various rules serve to provide 
for diversiflcatian at invest- 
ments, and to restrict borrow- 
ing and investment in unlisted 
securities. : • 

To begin with, the Udts 
hrast.be anteorised In its home 
state. It can then apply to its 


home regulator for a Udts cer- 
tificate. The SIB, ter instance, 
has already made preliminary 
contact with UK unit trust 
managers and anticipates teat 
some 400 out of the X309odd 
UK trusts might apply. There 
wIIFbe no charge for recogni- 
tion at this stage. 

A tend vQhich wants to sell 
into, say, France, will then be 
able to take its certificate; 
along with documentation 
describing the tend, such as 
rules and annual reports, to 
the French regulators, it must 
also supply details at its mar- 
keting plans. Two months later 
it may begin marketing, unless 
some proper ground for objec- 
tion by tire French cfllclals b«Q 
been presented. 



able for host conn tty 
ance: the SEB charges £1,000 
initially and £1,000 annually 
thereafter. Certain special mar- 
keting conditions may also be 
imposed. SIB regulators are 
considering, for example, 
whether advertisements on 
behalf. of fore i g n Udts ahnwiri 
be required to paint out that 
such tends are not covered by 
the UK’s investor compensa- 
tion tend. 

Although cross-border sales 
of Udts will only bufid up very 
slowly from now on, there is 
already a big impact at a cor- 
porate level as European 
in ve s tment institutions jostle 

f or piwWnn, Cfflitfwgntal hanVa 

have acquired several British 
unit trust groups; Dresdner 
Bank bought Thornton last 
year, for instance, and Sodete 
G^nerale of France recently 
acquired Touche Remnant The 
strategy behind many of these 
deals is to ma tch ' up British 
ftmd management sHUs with 
the distribution capacity of 
Continental retail hank*. 

For British managers seek- 
ing to sell an the Continent, 
distribution is less easy to 
acquire. To develop it from 
scratch would be very costly. 


"You must be prepared to 
invest £30-40m over a three to 
five year period,” says Mark St 
Giles, a former rtiarpnan of the 
Unit Trust Association, and 
now an Independent consul- 
tant. 

The cheaper alternative is to 
Snk up with Continental banks 
and gain access to their 
brandies. A number of iImIb of 
this nature have been struck. 
But the tend providers are 
very vulnerable to the risk that 
the host hank will lake on the 
business itself once have 
g r own and the bank has devel- 
oped its own expertise. "If you 
don't control the customers, at 
the very best you are on the 
fringes," warns Air St rsuan. 

Accordingly, me of Britain’s 
biggest investment institu- 
tions, Robert Fleming, which 
owns Save 3s Prosper, last 
month announced an ambi- 
tious plan to build a SOOntrong 
sales tPATT) in France over the 
next few years. 

An important part of the 
French product range wfll be 
the Luxembourg-based Ucits 
range launched under the 
umbrella title of the Fleming 
Flagship Fund last year. “You 
couldn’t sell a UK unit trust to 
French investors," says Chris- 
topher Cottrell, director in 
charge of European mar keting. 
"They wouldn’t like subscrib- 
ing in sterling, and they 
wouldn't understand the struc- 
ture." 

Tax is also a big obstacle to 
the cross-border marketing of 
Urits. In theory a Continental 
investor is entitled to reclaim 
the 25 per cent tax deducted 


from the dividend on a UK unit 
trust, but the prospect of fining 
in forms for the UK Inland 
Revenue is unlikely to fiB hrm 
with enthusiasm. 

This is the big opportunity 
for Luxembourg, which has 
created a highly favourable tax 
regime ter Udts, including the 
payment of dividends gross. 
Germany had to end its 
attempt to apply a 10 per cent 
withholding tax an bonds, a f ter 
a big exodus of tends to Lux- 
embourg and weakness in 
D-mark, and this year’s 
at te mpt by *hp EC tax commis- 
sioner Chris tiane Scrivener, 
backed by the French in partic- 
ular, to impost* a uniform ‘EC 
withholding tax also foiled. 

There will now be consider- 
able pressure on governments 
of EC member states to allow 
gross dividend payments on 
Udts, at least for non-resi- 
dents. Otherwise Luxembourg 
will continue to claw in big 
volumes at business, despite 
the expensive queues at its 
lawyers and at the IML. 

Certainly the Luxembonr- 
geois do not believe that tends 
should be taxed in ways that 
make life easy for tax inspec- 
tors but difficult for investors. 
“France wants to mnltQaterise 
its own problems," Hahns Jean 
Gufll, a director of the OIL. 

From now on, mntiml ftmd 
markets across the EC are 
likely to become more similar. 
But they start from widely dif- 
ferent positions. They vary in 
size from $220bn in France to 
just $6bn in Spain (these are 
end-1988 figures) according to a 
recent study by Anthony Rohl- 


wink of Smear & Oppenhedm 
Consultants. Moreover their 
investment composition varies 
to an important degree: in 
France there is a substantial 
element of money market 
tends, while in Germany 73 per 
cent of the market consists of 
bond funds, against just 10 per 
cent in the UK, where equity 
funds are overwhelmingly 
more popular. 

In terms of marketing, bank 
outlets dominate in many 
countries, notably in Germany 
where they sell an estimated 80 
per cent of tends. But non- 
bank intermediaries predomi- 
nate in Italy. 

One basic marketing deci- 
sion is whether -to try to gain a 
slice of the big existing mar- 
kets, or to try to open up 
undeveloped markets like that 
In Spain. Different countries 
will attempt to exploit their 
particular skills. Deutsche 
Bank recently launched three 
Luxembourg-based bond funds 
in the UK, to local scepticism 

about rhancpn for Wiitt kin d 

of unfamiliar product, and Brit 
ish groups wfll hope to exploit 
their more glamorous global 
equity expertise in the German 
market, if they can somehow 
find a chink in it. ' 

Few contenders will eventu- 
ally succeed, but at least they 
now have a better chance to 
build a Europe-wide mutual 
fnnd business than for at least 
20 years. They would be wise, 
however, to avoid names like 
Fund of Funds, or Dover P lan. 
There are still braised inves- 
tors out there with long memo- 
ries. 


Lombard 


Bad reasons for 
dollar action 


By Samuel Brittan 


THE DECISIVE action taken 
by central banks to stop the 
dollar rising is right, but partly 
for the wrong reasons; and rea- 
sons do matter. 

A legitimate reason is that 
the underlying US inflation 
rate is itself nearly 5 per cent 
In these circumstances a depre- 
dation of the D-Mark and the 
yen against the dollar 
increases inflationary pres- 
sures in Germany and Japan. 

Another reason for the 
Group of Seven having an 
exchange rate policy lies in the 
real costs of currency misalign- 
ment. The overshooting and 
undershooting of the US cur- 
rency by up to 40 per cent in 
either direction in recent years 
have been destabilising and 
wasteful for business. More 
damaging still are the protec- 
tionist pressures when the dol- 
lar is hi g h , which act like a 
ratchet and are not removed 
when the currency falls back. 
It was fears of protection that 
caused even the Reagan 
Administration to reverse its 
original non-interventionist 
s tance at the httm* of t he Plaza 
accord in 1985. 

Now for the bad reasons. 
One big influence behind last 
week's intervention was the 
fear that the recent height of 
the dollar would worsen the 
US payments deficit and by 
inference increase the sur- 
pluses of Japan and Germany. 

This iS OUt-of-date thinking 
with a vengeance. Even in its 
own terms the mainstream 
view could well be wrong. The 
Goldman Sachs international 
economists estimate that, not 
only is the dollar below its pur- 
chasing power parity, but that 
the US measured current defi- 
cit will stay at around $120bn 
in 1989 and 1990 - in contrast 
to the IMF, which expects it to 
increase to yi yttm. More inter- 
estingly, Goldman Sachs 
expects the Japanese surplus 
to fell below $60bn while the 
IMF expects it to rise to S90bn. 

Goldman Sachs is no more 
likely to be wrong than the 
IMF which predicted a widen- 
ing of the US deficit this year 
- the opposite of what has 
occurred - and has now 
pushed out the change to 1990. 

More f undamentally , the Offi- 
cial resons given for the G7 
intervention take no amnnn % of 
the fact that current account 


payments deficits and sur- 
pluses are normal in a world 
where capital movements are 
free and na tional differences in 
savings and investment are 
large. An IMF research paper 
cited by Chancellor Lawson 
shows that current account 
surpluses and deficits much 
larger than the present were 
common in the heyday of the 
Gold Standard. For instance 

the British ann ual surplus 
averaged 4% per cent of GDP 
in the 30 years before the First 
World War, while the Canadian 
deficit averaged VA per cent in 
1900 and 1910. 

Most harmful of all, the con- 
ventional talk of payments 
“imbalance" ignores the great 
benefit to a world of scarce 
savings of the Japanese and 
German surpluses, without 
which international real inter- 
est rates would be higher and 
the developing debtor coun- 
tries in much greater trouble 
than they are. 

But the wrong thinking 
behind the G7 move goes even 
deeper. For even if it were 
clear that the US payments 
deficit needed to be cut, a pol- 
icy of dollar devaluation is the 
wrong way to go about it A 
new paper by Ronald McKin- 
non and David Robinson (Dol- 
lar Devaluation. Stanford Uni- 
versity, California 94305) 
suggests that the main effect of 
the on-off US push for dollar 
devaluation since 1971 has not 
been to improve US competi- 
tiveness, but to put the US on 
a higher inflation path, and 
that the resulting high nomi- 
nal interest rates have short- 
ened the time horizons of 
American business and 
adversely affected investment 
and productivity. 

-One danger of acting for the 
wrong reasons is that the inter- 
vention may have aimed at too 
low a dollar rate. A greater 
danger is that the same think- 
ing might lead to further 
attempts to depress the dollar 
further when the opportunity 
arises. The result will then be, 
as in the 1970s, more inflation, 
higher interest rates, and 
greater instability in the US 
and probably in other G7 coun- 
tries as welL Such are the 
effects of practical men under 
the influence of econometri- 
cians stock in a time warp of a 
quarter of a century. 




Western governments and the Khmer Rouge 


Sir, Your editorial on, Cam- 
bodia (“The shadow of Pol 
Pot," September 21) rightly 
concludes that there can be no 
place in Cambodia’s fixture for 
the Khmer . Rouge- It is less 
than frank . about the role 
played by Britain and other 
western governments in : 
rebuilding the . Khmer Rouge 
during the past decade - and 
too optimistic about the rapac- 
ity of Prince Sihanouk to break . 
free from bis Khmer Rouge 
mentors. 

Far from merely according a 

"kind of legitimacy* to . the 

Khmer Rouge after their defeat-, 
by the Vietnamese in l979, 
western governments, lead . by 
the US, have guaranteed their 
international, recognition 
through the Khmer Rouge's: 
tenure of the Cambodian seat 
at the UN. The maintenance of 
this seat since June 1962 in the 
name of the “Coalition Gcvern- 
ment of Democratic Kampu- 
chea" (CGDK) — • nominally 
headed by Prince Sfoanouk 
is a piece of pure political ffo- 
tion. The seat is still legally 
the p r er o ga t i ve of the Khmer, - 
Rouge, which appoints all the 
CGDK's ambassadors and 
directs its foreign policy. .- . ; 

Furthermore, .the-US .ana- 
other western governments 


have contributed materially to 
the rebuilding of the Khmer 
Rouge in ^ their military camps 
on Thai sovereign sail. Dip to 
1982, the US provided lethal 
aid. 1982, it rod other 
western governments have 
continued to simply food aid 
through the UN Border Relief 
Operation (UKBRO*. ’ 

Now that Vietnam has with- 
drawn its troops from Cam- 
bodia, the Phnom Penh govem- 
Tywmf a ping faces the Kbmg * 
Rouge. Although it cannot be 
saidHhat all Cambodians are 
behind Hun Sen, it is certainly 
true that nearly aH Cambod- 
ians are against the return of 
the' Khmer. Rouge, either as 
partners in a government of 
“national reconciliation" or as 
mifitiary victors. Arty Khmer 
.Rouge presence in Phnom 
Penh now would be' a recipe for 
a civfi war bloodier .than any of 
fixe upheavals of . the 1970s, and 
one which would foreclose 
Cambodia’s fixture as an inde- 
. pendent state. 

.The Paris wmfer Btw failed 
principally on this issue. 
-Indeed, a rare opportunity was 
lost for theTWest, for, after 
Tiananmen; the Chinese gov- 
ernment (the main interna- 
tional barirer of, tire Khmer 
Rouge);- was dangerously iso- 
. fated- and' could not have held 


oid for Khmer Rouge participa- 
tion alone. In s tead , the US, 
while publicly excoriating the 
Khmer Rouge, privately con- 
curred with China that their 
participation was desirable. 
The stage was then set for 
flgflfllneV, with rhina and the 
West accusing Phnom Penh 
and the Vietnamese of “intran- 


Prixxce Sihanouk, on whom 
the West has pinned so many 
hopes, is inextricably linked 
with the Khmer Rouge. After 
years of imprisonment and 
psychological torture at their 
hands, be is m»ahfe to break 
free. The suggestion that the 
prince can somehow be per- 
suaded to ditch his mentors 
and come to a deal with Hun 
Sen is a non-starter. The idea 
has been triad time rod time 
again over the past two and a 
half years and has not worked. 

If western governments are 
genuinely interested in helping 
tire the Cambodian people and 
preventing a ret ur n of the kill- 
ing field**, the way forward is 
dear. They can support Thai 
Prime Minister Chatichai 
Choonhavan’s efforts to end 
Cambodia’s isolation through 
the opening of road, rail and 
telecommunications links 
between Bangkok and Phnom 
Penh. Once Phnom Penh 


ceases to be isolated, the 
Khmer Rouge will begin to be. 

Western governments can 
also cut off relief supplies to 
the Khmer Rouge camps on the 
Thai-Cambodian border and 
put pressure on the Chinese to 
end their arms shipments. 
They can vote in the forthcom- 
ing UN General Assembly 
meeting cm Cambodia for the 
removal of the Khmer Rouge 
from the Cambodian seat And 
they can declare that the seat 
fihnnld remain vacant Until a 
new government is formed in 
Phnom Penh following interna- 
tionally monitored nationwide 
general elections. 

The western governments 
can tell Hun Sen that develop- 
ment assistance and diplomatic 
recognition will follow on the 
holding of such elections 
(humanitarian assistance 
should begin inxmediately). 
Finally, the western govern- 
ments could raid once for all 
the Khmer Rouge leadership’s 
oigim to international respect- 
ability by arraigning them 
before an Asian Nurembnrg 
Tribunal to be tried for crimes 
against humanity. 

Peter Carey 

Fellow and Tatar in Modem 
Bistary 

Trinity College, 

Oxford 


Hedgiiig Exchange transactions Landlords and tenants 


Jiro 


From Mr SLA. 

Samuel Brittan takes to task: 
those who examine ooly ~bfiad': 
fine" inflatiohratea bathe eon* 

gtatanfly yfaminftg iw 1 y-“hf>ad» 

line" fbreiga exehange rates. 

The' tendency b£ interna- 
tional maaufectarera to p ro- 
vide their own currency stabil- 
ity by hedging their- fiorrign 
exchange exposures has^rowh 
significantly since '"the early : 
1380s, possibly to the point at 
which the economy wfH not 
respond in a t r adi tion al man- ■ 
ner to an increase in sterling’s 
spot value which is induced by 
Increases in interest; rates. 
Hedging does not only delay 
the effect of exchange rate 
movements, it changes the 
exchange rate at which trade is 
priced. .. . 

Prudent companies have a 
number of ways to hedge' thrir . 
foreign exchange transactions, 
tnrt the rffectis best illu strated 
by examining forwa rd isafe - or 
purchase of foreign currencies 
over the period needed to react 
commercially to a change in 
their spot exchange 'rates. This' 


period wfll typteoSy be 12 to IS 
months and sr large proportion 
of our routine trade with Ger- 
. many {storing place at a rate 
of DM 2.70 to DM not the 
“headline" ’soot rate above Mr 
Brittan’s much-loved “DM 3JM 
.zone." 

There is so strict arithmetic 

eq ualisation, hnt when the spot 

rate of sterling changes as a 
result df higher interest rate 
-d Bterentiah , the forward rates 
will move in - opposition to the 
change. Not only does this 
restrict the government's abil- 
ity -to rtamagn British manufac- 
turing industry, it also reduces 
the anti-inflationary benefits of 
a high sterling rate induced 
solely .by attracting capital to 
high sterling interest rates. 

'Spot exchange rates are of 
course . important, they do 
investment decisions and 
the pricing of some pew bust 
sera, but thgtr effect is not as 
immediate as it was jin 1381-82. 
RA-Ledingham. 


Betbe, 

Qxon. 


FromMrAndxmyBosen. 

Sr, The Country Landown- 
ers Association (CLA) is to be 
congratulated on its recent ini- 
tiative to question its members 
on how relations between land- 
lords and tenants can be 
so that the CLA, can 
HPtudhte representations 
to the Government. 

As your correspondent (Brid- 
get Bloom, “Landowners call 
ter reforms in term tenancy 
system," September 28) points 
out, the percentage of agricul- 
tural land held under tenancies 
has fallen in this c en t u ry fr o m 
nearly 90 per cent to 38 per 
cenL The true number of genu- 
ine arms-length tenancies 
today (as opposed to fiscaQy- 
advantageous family arrange- 
ments) is probably below 25 
per cent 

The Minister of Agriculture, 
quite understandably takes the 
view that for any changes in 
the current restrictive tenancy 
laws to be effective, there has 
to be a consensus within the 
terming industry. 

The main reason that the 


National Fanners Union (of 
which 1 have been a member 
for 33 years) is against the 
addition of 10-year tenancies, 
to run alongside the lifetime 
tenarwrigg now in force, is that 
the committees within the 
union which decide policy, 
both at local and national lev- 
els, are filled out with existing 
tenants. 

Young (potential) farmers - 
the ones who would gain from 
any change - would vote over- 
whelmingly in favour of this 
desirable step forward. 

Unless the existing tenants 
can be made to realise the need 
for change - change which 
would in no way detract from 
their current positions - the 
s y s te m of landlords and ten- 
ants, which has been the main 
reason for British farming’s 
success in the past, will deteri- 
orate even tester and British 
agriculture will suffer even 
more as a consequence. 
Anthony Rosen, 

Feeniz Farming, 

FozhzH, Elstead, 

Sarny 


Frankfurt Expands 
our Financing 
Horizons 


Mitsui Bank’s new subsidiary in Frankfiin is now 
open, ready to offer services directly to clients in the 
region. 

Mitsui Bank stands in the forefront of innovation in 
the financial industry. In both commercial banking 
and capital market operations, we have the 
experience and the expertise necessary to meet the 
most sophisticated needs of our customers worldwide. 

Mitsui Bank (Deutschland) GmbH gives us a 
presence in one of Europe’s key financial centres, and 
we now look forward to playing an even more positive 
role in expanding European financial markets. 


0 MITSUI BANK 

Mitsui Bank (De u ts chlan d) GmbH 
ten True Frankfurt 55, 6000 
Frankfurt am Main, FJt. Germany 
Td: (069) 59701 16 Telex: 4189077 
Telefax: (069) 555091 
Managing Directors: 

Fumihiko Karashima (President) 

WAITER. E RUCHERT 
Main Operations: 

Underwriting of Corporate Bonds 
Underwriting of F.R. German Government Bonds 
Trading of Mark Bonds 
Lending 

Europe Division Headquarters 

Ground and 1st floor. 6 Braadgse. London EC2M 2RQ. 

United Kingdom 

Tri:( 1)638-1131 Tdex: 886107 Telefax: ( 1)638-1261 
Head Office 

l-iYurakurho l-chome. Chiyoda-ku. Tokyo [00. Japan 

Td. (03)501 -fill Telex: J32378.J22559J22643.J226H 
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teamwork in housing worldwide 


Roderick Oram 


on Wall Street 


Spain 

Fund 

fireworks 


REPORT QUESTIONS LOGIC OF SWITCHING ASSEMBLY TO HAMBURG 

German Airbus plan under fire 


THE: LEX COLUMN 


Bv Paul Betts. Aerospace Correspondent In London 


STOCKBROKERS in Madrid 
watched in amazement and 
amusement last week as the 
Spain Fund, a US mutual fund 
investing in Spanish compa- 
nies, performed like a whirling 
dervish on the New York Stock 
Exchange. 

In furious trading volume 
some 15 times Its daily norm, 
the fund’s shares soared 45 per 
cent on Tuesday then plum-, 
meted. 23 per cent on Wednes- 
day to $29.75 a share. It dosed 
the week at $31% for a pre- 
mium of more than 100 per 
cent over the value of its con- 
stituent stocks. 

Is Spain a new Eldorado? 
“This could have been a fund 
based on the Isle of Dogs. It 
had nothing to do with funda- 
mental investment values," 
said Mr Michael Upper whose 
New York firm. Upper Analyti- 
cal Services, tracks the perfor- 
mance of mutual funds. 

Instead, the small fun d of 
10m shares was the victim of a 
spectacular short squeeze.- On 
one side, waves of Japanese 
small investors clamoured to 
buy the stock, egged on by the 
caiwK pitch from big Japanese 
investment dealers about 
Spain’s rosy future in post-1962 
Europe. On the other side, pro- 
fessional short sellers in New 
York were convinced the stock 
was about to plunge to a more 
realistic price closer to its asset 
value. 

But things turned out far dif- 
ferently. The Japanese firms 
scrambled frantically to buy 
the shares to meet their retail 
orders. The price zoomed up 
forcing the short sellers to buy 
stock to cover their positions. 
With the fund chased upwards 
by buyers, the latest victim of 
Japanese herd investing, Spain 
looked briefly like a dodgy 
place to put money. 


“One shouldn't mistake Jap- 


anese trading habits for vol 
ity in the Spanish market," 
said Mr Daniel Phelan of Ben- 
ito Imonjardin, a leading Mad- 
rid brokerage house. 

It was reminiscent of the 
summer of 1967 when a surge 
of Japanese investment in 
Telefonica, the Spanish tele- 
phone company, drove up its 
share price 25 per cent in a few 
weeks, said Mr Francisco Gon- 
zalez, another leading local 
stockbroker. 

Analysts in Madrid and New 
York were puzzled why for- 
eigners felt they had to invest 
through the Spain Fund, pay; 
mg in effect double the price of 
the underlying shares. “I could 
assemble tire same portfolio in 
an hour with one phone call,” 
said Mr Upper. 

“I think any professional 
investor knows how to invest 
in Spain,” said Mr Gonzalez, 
and that is directly through 
maj or investment firms in New 
York and London which have 
trading relationships with 
Spanish brokers. 

The old days of antiquated 
settlement procedures, high 
commissions and other impedi- 
ments to direct de aling were 
fading fast, added Mr Phelan. 

But both brokers thought 
the flap over the Spain Fund 
could only help their business. 

Small retail investors will 
always welcome the conve- 
nience and advantages of sin- 
gle-country mutual funds, 
argued promoters of them. 

Some single-country funds 
have special access to the local 
market The Spain Fund, for 
example, takes stakes in pri- 
vate companies. 

Some countries such as 
South. Korea, Taiwan and Thai- 
land only allow foreign inves- 
tors to own shares in local 
companies through country 
funds, making them essential 
to even the biggest investors. 

Several traumatic perfor- 
mances have shaken the indus- 
try, such as the implosion of 
the Mexico Fund at the begin- 
ning of the decade. The col- 
lapse of international oil prices 
devastated the Mexican econ- 
omy, currency and stocks. As a 
result the asset value of the 
Mexico Fund shriveled from 
$L20m to $20m. 

Only one new country fund 
was launched in the US In 
1981, another in 1984 and one 
in 1985. But since then, the 
temp o has picked up with four 
in 1986; five in 1987; five in 
1988; and two so Car this year 
- both last week - according 
to Upper Analytical Services. 

Dealing with the Spain Fund 
fireworks has preoccupied Alli- 
ance Capital Management, the 
huge New York money man- 
ager which runs it. But the 
firm was still able to launch 
last week its new $65m Austria 
Fund. By the end of the week 
its price had claimed modestly 

to $ 15 % from $ 12 . 

“We hope to do more of 
them, mostly for retail Inves- 
tors, said Mr Dave Williams, 
Alliance's chairman. But he 
was very unhappy about the 
short sellers of the Spain Fund. 

“I wish they would find 
somewhere else to play- We're 
trying to run a respectable 
business.'' 


A CONFIDENTIAL report by 
one of the four “wise men” 
behind recent structural 
changes at Airbus Industrie 
has provided powerful ammu- 
nition against a West German 
attempt to transfer final assem- 
bly of the new narrow-bodied 
A-320 "Erlinpr from TOUlOUSG tO 

Hamburg. 

Mr Jacques Benichou, for- 
mer chairman of the French 
Snecma aero-engine group, 
wains that the risks for out- 
w eigh any eventual econo mi c 
benefits and threaten "the 
credibility of Airbus Industrie 
ami its position in the m ar k et-” 

His detailed study will 
strengthen France’s case 
against the transfer in forth- 
coming negotiations with Bonn 
and is al so likely to help swing 
Britain to the French side. 

Although the British Gov- 
ernment and British Aerospace 
(BAe), UK partner in the Air- 
bus consortium with a 20 per 
rent stake, have sought to keep 
out of the dispute over the 
fost-eelling A-320, they hold the 
balance of power between the 
two biggest Airbus partners, 
Aerospatiale and Messer- 
schmltt-BoUcow-Blohm (MBB), 
each with a 37.9 per cent stake. 

BAe said last week that it 
did not mind where final 
assembly took place as long as 
the site was the most commer- 
cially viable for Airbus Indus- 
trie as a whole. But in his 
report, Mr Benichou discloses 
that at an Airbus executive 
board meeting last June, 
Britain and Spain, which has a 
42 per cent stake, expressed 
concerns gimiiar to those of 
France about transferring 
a«M»mhly of the consortium’s 
most successful programme at 
thin stage. 

UK Government officials 
also indicated last week that 
they were i agnfng towards the 
Fr ench case which questioned 
the e cnnnmic rationale of set- 
ting up a new assembly line in 
Hamburg where labour costa 
are particularly high. 

Mr Benichou was coznmis- 
rioned with Mr Jurgen Krac- 
kow, a senior West German 
steel executive, to draw up the 
confidential report by Presi- 
dent Francois Mitterrand and 
Chancellor Hrireu* KohL 


■ . .« *— • 



Leaning on the 
wall of money 


Airbus production line at Toulouse; MBB wante to transfer assembly to Hmnburg 
fo contrast to Mr Benichou’s stances, Mr Benichou argues mermally-minded enterprise, 

that the MBB estimate is 


report, which is centred on the 
specific A-320 issue, Mr Krac- 
kow has taken a more global 
approach, analysing consolida- 
tion at one site of the final 
assembly of aircraft sections of 
all Airbus programmes. He 
believes there would be bene- 
fits, but his general conclu- 
sions do not appear to address 
the immediate risks of trans- 
ferring the A-320 line which is 
now operating near optimum 
production capacity. 

The Benichou report argues 
that the transfer of final A-320 
assembly five years after the 
programme’s launch would 
increase overall production 
costs, run a serious risk of late 
deliveries, and undermine the 
conso rtium’s growing commer- 
cial success. 

Mr Benichou questions 
MBB’s contention that the 
complete final assembly cycle 
of the A-320 could be reduced 
from 65 working days to 42 if 
transferred to Hamburg. At 
present, A-320s are assembled 
at TOulouse at a rate of eight a 
month (due to rise to 10) and 
then ffown to Hamburg for fit- 
ting up and subsequently 
flown back to Toulouse for 
deUvexy to customers. 

The report points out that it 
takes Boeing 43 working days 
to complete assembly of the 737 
short-to-medium range airliner 
and 63 days for its narrow-bod- 
ied 757. Under the circum- 


“unrealistic”. 

But even if the final assem- 
bly cycle could be cut to 5 0 
working days the overall 
savings would be small, 
according to Mr Benichou. Hie 
Harms the switch to Hamburg 
would save Airbus between 
$6.4m and $9 .3m in an nual 
costs, a relatively insignificant 
figure considering one A-320 
costs $36m and the A-321 
stretched version costs $45m. 

Transferring to Ha mbu rg 
would entail new investment 
anri non-recurring costs of at 
least $200m, says Mr Bemchoo. 
there would also be additi onal 
costs of about $10Qm to cover 
new investm ents in Toulouse 
ginre Aerosp a tiale would have 
to be compensated for the loss 
of fmal A-320 assembly work 
with other operations to pre- 
serve Its work-sharing quota in 
the programme. 

The issue is expected to be 
tekan up by President Mitter- 
rand and, Chancellor Kohl at 
their next bilateral meeting. 

MBB, which has mounted 
the West German campaign, is 
pressing for a decision before 
the end of the year. Until now, 
it had hoped to secure not only 
the backing of its own Govern- 
ment but also that of Britain 
and also BAe. The latter, 
which has recently been press- 
ing hardest -to transform Air- 
bus Industrie into a mare cam- 


was long regarded as a natural 
ally of the West Germans 
against French domination, of 
the Airbus programme. But the 
British side appears to con- 
sider the latest West German 
manoeuvres as essentially a 
political attempt to boost the 
00000(7*8 aerospace industry. 

But MBB, which is in the 
process of being absorbed by 
Daimler-Benz, now algo 
appears to be fiwUng it diffi- 
cult to persuade its own Gov- 
ernment to give unconditional 
hariring to its efforts. 

Mr Erich Rledl, Secretary of 
State at the West German Eco- 
nomics Ministry in charge of 
coordinating aerospace activi- 
ties, made clear last week be 
was not yet prepared to give 
£□11 s u pport to the MBB plans 
pending their examination by 
Mr Kohl and Mr Mitterrand. 

Airbus Industrie itself has 
officially taken a neutral 
stance so far. But the consor- 
tium is cleariy worried by the 
potentially damaging repercus- 
sions on its co m mercial pros- 
pects of a new political row. 

"Now that Airbus is begin- 
ning to be regarded as a com- 
mercial ventur e, does it make 
Banna to see the partners bick- 
ering in public again and mak- 
ing a big political issue, risking' 
undermining the overall credi- 
bility erf the consortium?” one 
French aerospace official 
remarked at the weekend. 


Throughout 1989, the weight of 
money argument has given 
many a bull a peaceful night’s 
sleep. Institutional cash flow 
has been strong, the Govern- 
ment has been redeeming gilts 
and equity issues have been 
rare. It has an added up to a 
convincing case that funds 
manager s should be ufling into 
UK shares. 

They have done, to a lim ited 
extent, but more money has 
gone abroad. Sixty per cent of 
instit utional cash flow in the 
first half was devoted to pur- 
chases of overseas equities and 
bonds. This was, in part, a res- 
toration of the equilibrium 
after the repatriation of institu- 
tional assets that followed 
Black Monday. Nevertheless, 
the w eighting of UK equities in 
jrig t l turt nred portfolios is still 
at reasonably high levels his- 
torically - 46 per cent, accord- 
big to BZW. And cash, far from 
piling up and itching to be - 
spent, was tunning at a rela- 
tively modest 44 per cent of 
total assets in the second quar- 
ter this year, a lower- propor- 
tion than at any time in 1988. 

Supply constraints may now 
be disappearing. The rights 
issue has made a modest come- 
back - £283m from Polly Feck 
earlier *hi« month and last ; 
week issues from British Air- 
ways, Mount Charlotte, Evered 
and Wace which totalled just 
under £600m. Add in the sec- 
ond instalment of British Steel 
and the November privatis&r- 
tion of water and the calls on 
institutional purses start to 
mount up. Given the rising lev- 
els of corporate borrowing, 
equity issues are more likely to 
accelerate ti^anto diminish, 

ft base rates do rise to 15 per 
r*mt, then the arguments for 
holding onto cash will 
increase. Even after last week’s 
fan hi share prices, insti tu tions 
ate stHl sitting an a 26 per cent 
grin in the All-Share since Jan- 
uary L They must be feeling 
i the temptation to lock in their 
profits with some judicious 
selling. 
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UK Labour Party puts EMS 
entry as early policy objective 


By Philip Stephens, Political Editor, in London 

surge in the inflation rate. 


THE BRITISH Labour Party 
yesterday offered a firm com- 
mitment to full UK member- 
ship of the European Monetary 
System. This came as Mr Nell 
Kimiock, the party leader, pre- 
pared to launch at the annual 
conference a determined 
attempt to persuade the elec- 
torate that Labour is the 
"party of Europe.” 

As the week-long conference 
at Brighton, a soutfa-af-E n glaiid 
seaside town, began, Mr John 
Smith, Opposition spokesman 
on the economy, said a future 
Labour government would 
make negotiating entry into 
the EMS exchange rate mecha- 
nism an “early objective of 
government policy" 

His confident tone appeared 
to confirm that Labour sees 
support for the EMS as a key 
pla-nk in convincing voters that 
it would not allow a sharp 


His comments came as Mr 
Kfrmock, buoyed by Labour’s 
strong standing in the opinion 
polls, ruled out a switch 
towards a voting system 
embracing proportional repre- 
sentation, insisting instead 
that the party could win the 
next general election without 
help from smaller parties. 

In a len g th y interview on 
BBC television, Mr Smith 
insisted that if Labour won 
power it would aim to hold 
down inflation to the level of 
Britain’s main competitors and 
would resist "constant devalu- 
ations of the pound.” 

It would fltei instead fo r the 
stability which Industry 
needed if it were to boost 
investment and exports. 

Mr Smith repeated that a 
Labour government would 
have to negotiate a number of 


conditions before it could take 
sterling into the EMS. These 
included a competitive 
pyrhangi* rate, a commitment 
to coordinated policies to pro- 
mote growth and more exten- 
sive currency intervention 
arrangements. 

Mr Kinnock’s aides, how- 
ever, were insisting that none 
of these would provide a signif- 
icant obstacle to a rapid deci- 
sion to Join after the next elec- 
tion and the Labour leader has 

begun to refer to them as 
“negotiating points” rather 
than conditions. 

Speaking ahead of the expec- 
ted endorsement by the confer- 
ence of a decisive shift towards 
the centre in Labour’s policies 
on the economy, defence and 
trades union reforms, Mr 
Srriith also ruled out any large 
increase in public spending. 

Conference report. Page 8 


Archbishop hits at Government 


By Ralph Atkins in London 


DR Robert Runcie, the 
Archbishop of Canterbury and 
leader of the world's 70m 
Anglicans, has provoked a 
political squall in Britain by 
saying that the country was 
turning into a. Pharisee society 
of self-interest and intolerance. 

His remarks - widely per- 
ceived as criticising Thatchar 
Government policy - were wel- 
comed by Opposition leaders as 
“very much on target” but crit- 
icised by the Government’s 
supporters in Parliament. 

The Archbishop, whose com- 
ments may well sour relations 
between his church and Prime 
Minister Margaret Thatcher, 
also stirred controversy by 
attending Papal Mass in 
Rome’s St Peter’s Square and 
embracing Pope John FauL 

Dr Runde’s four-day I tali a n 


visit, which ends today, was 
designed to ease divisions 
between Anglicans and Roman 
Catholics but has also led to 
protests and accusations of 
betrayal by conservative Prot- 
estants in Britain. 

On Saturday, he called on 
Christians around the world to 
accept the Pope as a universal 


is part of the Christian ethic, 
but the Church always bal- 
ances this with its under stand- 
trig of Chris tians belonging to 
o ne another and making up the 
body of Christ” 


Dr Runcie criticised what he 
called excessive self-righteous- 
ness dismissive attitudes 
towards the less fortunate. He 
noted that the Pharisees, tradi- 
tionally renown for their pre- 
tentions to superior sanctity, 
attracted the scorn of Jesus 
Christ 

“The present Government 
supports a view of society in 
which an individual's rights 
and duties are enhanced. This 


“The successful are always 
tempted to regard their success 
as a sort of blessing or reward 
for righteousness. This can 
le ad to judgments bring made 
about the unsuccessful, the 
unemployed, the poor and the 
unintelligent which are both 
uBcharitable and untrue.” 

■ The Church’s presence in 

areas of Britain where the Con- 
servative Party had little sup- 
port made it "sensitive to the 
needs of those areas and that 
gection of the population which 
has not benefited from the last 
10 years of Conservative Gov- 
ernment" 


Peugeot strike 
threatens 
export models 


Continued from Page 1 
By the weekend they were at 
least 35,000 cars behind sched- 
ule, according to an unofficial 
Peugeot estimate. - 
That is the equivalent of 2.75 
per cent of last year’s Peugeot 
group output of lJ27m. The 
main impact so far has been on 
the 205 supermini, Peugeot’s 
biggest selling model, which 
accounts for about two-thirds 
of the cars held up. 

Analysts are cautious about 
predicting the effect on Peu- 
geot’s - profits — FFr8.8ton 
($L4bn) net last year - given 
that the group is efficient 
enough to make up the short- 
fall extremely fast Until now, 
the group has m anag ed to rely 
on the month’s supply of cars 
in sto ck betwe en the factory 
and showroom 
They are now starting to feel 
the effect of diminished output, 
althoug h the group reckons it 
re»n thrift the shortages, likely 
to be frit in the next few days, 
to northern export markets, 
mainly Scandinavia and West 
Germany. The damage to the 
rest erf Peugeot’s sales is lim- 
ited by the fact that it is still 
able to keep output going at 


Dutch issues 

The Butch Government 
would never think of imitating 
the British in privatising its 
great national like gas 

and water, .even though it 
could dearly do with the 
money. But when the D utch dq 
occasionally flog off unwanted 
bits of their public sector it is 
dear that they know just as 
much if hot more than the 
British about how to sril unpo- 
pular issues. . , 

Take DSM, the highly cycli- 
cal chemicals congomerate, of 
which the Dutch were last 


weds able to offload for a sec- ' 
ond time in six months 
another third of the shares, ft 
was the largest transaction of 
its kind in the Dutch market 
and investor demand was said 
to be "overpowering,” what- 
ever that means. Persuading 
investors to buy shares in a 
mmpany whose earnings are 
expected tq fell sharply next 
year is ho mean feat, especially 

given that DSM has signifi- 
cantly underperformed the 
market since the faiHal issue 
in February «nd that the sec- 
ond tranche was priced at a 
discount of less than 2 per cexft 
to the current share price. At 
least the first time round, 

investor interest was fuelled by : 

the existence of a grey market 
price 7 per cent higher than 
the offer price. A prospective 
multiple of 45 times 1990 earn- 
ings may sound cheap, but it 
would be surprising if DSM 
shares did not get cheaper. 

■ However,, international 
investors who missed out on 
last week’s DSM issue will 
shortly get another chance to 
pit their wits against Dutch 
marketing skills. 'Hie Govern- 
ment plans to sell off half its 
qtefcn in the new NMB Poet-, 
bank, whose merger is com- 
pleted this week. NMB's finan- 
cial record is a bit better than 
that of its larger rivals, Amro 
and ABN, and the merger with 
Postbank should lead to con- 
siderable cost savings if they 
ran ever get rid. of the surplus 
staff. However, these benefits 
are almost certainly dis- 
counted in a share price which 
• is already r at a significant pre- 
mium to the b ankin g sector. 

In addition, Dutch banks are 
no different from any other. 
They have an insatiable appe- 
tite for new capital, their mar- 
gins are under pressure and 
there is an added tec hni cal 
problem in NMB’s case. If its 
big institutional investors are 
to keep their tax break they 
have to maintain their holding 


5 per cent of a much 
bigger capital base, ff just one 
ofthese holders decided not to 
proceed it could increase the 
amount of NMB paper coming 
into the market by as much as 

a fifth. 

All of this would not be so 
bad if there was an ample sup- 
ply of good independent 
advice. But Amsterdam, like 
London, suffers in this respect; 
bffpfcs and brokers do not want 
to lose out on the lucrative 
underwriting commissions 
associated with this type of 
transaction. As a. result, it 
would be a great surprise if 
there were any major sell 
recommendations on NMB 
stock until this latest privatisa- 
tion has been safely got out of 
the way. 


roughly half of normal rates at 
Mulhoui 


ouse where the end-of- 

jtme output was 1*300 vehicles 
per day and at Sochaux, where 
normal output is L800 cars. 

Meanwhile, Peugeot can still 
make 205s at a slightly smaller 
assembly plant at Pris sy, j ust 
outside Paris — the scene of 
violent riots over planned cuts 
to the group's workforce five 
years ago. However much the 
group can in the mid limit the 
damage, Peugeot executives 
privately admit the strike 
could not toe come at a less 
fortunate. time. 

It casts a shadow over the 
launch of the' 605; of prime 
strategic importance to the 
group’s hopes , to add some up- 
market territory to ite tradi- 
tional preserve as a .pure vol- 
ume producer. ■ 
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Soviet coal industry ensis 


• Continued from Page 1 
were simply “a show, of emo- 
tions.” 

“This changing of personnel 
brings no benefit and simply 
causes disorganisation of pro- 
duction," Mr Shchadov said. 

The most critical problem In 
the weeks before winter closes 
in appears to be the bottleneck, 
on the railways, with excess 
stocks stranded at pithead 
dumps now standing at 35m 
tonnes - an increase of l£L5m 
tonnes over the first eight 
months of the year. 

Mr Shchadov said the situa- 
tion was worst in the Kuzbas, 
in western Siberia, where the 


mines failed to receive 4&500 
wagons in August and Septem- 
ber alone, and coal heaps were 
burning from spontaneous 
combustion at -11 diffe rent 
sites. Many had had to cut pro 
Auction because of lack of coal 
storage space. 

The other key problem is 
supplies of equipment, includ- 
ing pit props, sleepers, rolled 
metal, steel pipes and cement. 
He said repair of damaged 
mmeworidngs was at a stand- 
still and the lack of timber 
iwant that “it is Impossible to 
ensure safe working con d i ti ons 
for the miners." 
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IBM 

T«Bfr week’s profit warning 
from IBM was not merely an 
eznbarassment for the com- 
pany, centring on its problems 
in delivering a new disk-drive. 
It brought into focus some 
profound questions about 
IBM’s destiny and that of the 
computer industry. It- as Wall 
Street now experts, the com- 
pany’s full-year earnings per 
share come out below $10, then 
the latter half of the 1980s will 
have seen its earnings drop- 
ring by a compound annual 
rate of 1.6 per cent; by con- 
trast, the decade’s first five 
years saw them tiring at an 
anrmal 17 per cent. 

At first sight there may be 
two ways of interpreting the 
situation: one apocalyptic, the 
other more sympathetic to 
IBM. The first view, associated 
with US consulting gurus like 
Regis McKenna, says that the 
largest computer vendors are 
increasingly vulnerable to two 
factors: the industry’s decreas- 
ing cost of entry, and technolo- 
gy-driven fragmentation of 
computer markets. The under- 
performance of IBM’s stock 
once 1984, and the feet that its 
operating margins have fallen 
from an average of 33 per cent 
in 1981-4 to perhaps 23 per cent 
now, are just the first signs of 
its loss of dominance. 

Yet it may he that IBM and 
its shareholders are merely 
pnadng through an adjustment 
phase, before Its $5bn-a~year 
investment programme, its 
huge staff reorganisations and 
new products such as tire Sum- 
mit supercomputer due in the 
1990s bear fruit. Doubtless the 
truth is between these 
e x tremes: but the whole debate 
suddenly makes questions 
about the future of GEC or the 
National Westminster Bank 
seem parochial. 
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The debates about 
Sweden's future 
~ prosperity have 
raised questions 
about its traditionally 
cautious approach based oh 
consensus, Some of these earlier 
methods, writes Robert Taylor, may 
no longer be; adequate to resolve 
economic and political problems 
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The Old! Town of. Stockholm seen from the cfty hall: Will it embrace western Europe and prosper from wider markets 


over 


SWEDEN 


Area: 449364 sq km 
Population: 8.46m 
Prime Minister: 

Ingvar Carlsson 

Real GDP growth: 1988, 2%; 

1987, 2.4%; 1978-88, 2% 

GDP growth per capita: 

1988, *21,095 
1987 Purchasing power 
parities: 13,771 
West German?. 13323; 
Norway, 15,405 
Inflation: 1988, 5.8%; 

1989, 6.5% (May); 

1978-88, 8% 

Merchandise exports: 

1988. $49 327m; 1987, $44.010m 
Merchandise imports: 

1988, $44,579m; 1987, $39,531 
Current account balance: 

1988. $2349m: 1387, $l347m 
Reserves excluding gold: 
$936bn (July 1989) 
Unemployment: 1988 1.6%; 
1987, 1.9% 

Average OECD: 1988, 6.7%; 
1987, 7-4% 

Government social 


expenditure % of GDP (2986): 
32%; Belgium, 34.9%; 

UK, 20.6%; Japan, 16% 

General Government financial 
balance % of GDP 1988: +3%; 
average of OECD, -1.7% 

Currency: 

100 ORE = SKrl 
1988 average exchange rates: 
$1 = SKr613; £1 = SKrlO.92 
Main destinations of 
exports 1987: West Germany, 
11.8%; Norway, 10.8%; US, 
10.7%; UK. 103% 

Main source of imports 1987: 
West Germany, 21.8%; 

UK, 9.1%; US, 63%; 

Finland, 63% 

Main exports % of total 1987: 
machinery (Inc. electric) 263%; 
wood product pulp and paper, 
18-1%; transport equipment, 
17.4% 

Main Imports % of total: 
machine ry (inc. electric) 253%; 
transport equipment, 12.4%; 
chemicals, 9.6% 


SWEDEN is not a. country 
accustomed to siidden disrup- 
tive r-hangg or making quick 
decisions. When it : moves it . 
does so With caution and usu- 
ally at the pacecftherslowesfc 
The desire for tbieiiraadest pos- 
sible consensus Oh dvery issue 
is deeply, engrained in the tex- 
ture of its riationaTIIfe. In. the . 
past such an attitude of mind . 
has served Sweden weSL 

This autumn ft m becoming 
increasingly clear that this - 
may no longer be enough to 
ensnrevthe country's fixture 
prosperity during the 1990s.- . 
Swedes often seem to prefer to 
find their way round every 
problem that confronts them , 
or at least soften its impact oh 
theft society. 

Just .orver a-fortnight ago, Mr 
Ingvar Carlsson,. the Social 
Democratic Prime Minister; 
admitted that he often thought 
about seeking a coalition gov- 
ernment with the political par* 
ties of the middle, in the. order 
to strengthen national unity." 
Without an overafl majority hi 
Parliament- the Social Demo- 
crats temd to rely o n the^ cqmn 
mmiistearidothers: fromtime 
to time to push ^ircmgfr^Msr'. 
policies:-. • 

The opposition leadeis :lost 
no time in deriding ' sudijan. 
idea but oil all the fUndamertr 
tal questions on ' Sweden’s pub- 


Be agenda^ deliberate effort is 
being made to orgaiiise the 
widest possible consent across 
the political spectrum. . 

The most important underiy- . 
ing problem remains what the 
fixture character of Sweden's 
. relations wiU; be with theJSuro-/ 
peah Community. - V. *• 

- * On this, there remains a rel- 
atively broad understanding 

- .which, was agreed byParUa- 
ment bust year that the country 
'should harmonise itself in 
accordance with the objectives 
of the EC’s internal market 

- casrmiilmient by 1992 but stop 
short of raising the issue, of 
whether Sweden should actn- 
aUy seek fUE membership. 

■ Tble line. appears to be hold- 
ing although Mr Carl Biidt the 
leader of the prt>EC right-wing 
Moderate party are keen to 
push harder- in a Brussels 
direction. Yet even, they sup-, 
port Sweden’s neutrality in for- 
eign arid defence policy 
betweesTthe tag' power blocks,' 
which MrCarisson emphasises 
as:a sexxons> barrier to any 
prospect of the country becom- 
inga fully-fledged member of. 
the EC,; whether, of not Austria- 
fieheves its nedtraltiy. js com- 
patible^ with belonging to the, 

flfirom wnit y.. .. . 

: : Neutrali ty - for Sweden was. 
once pragmatic calcadation-Of -. 
satf-lnterest but it bas ■ 


hardened Into an unquestioned 
dogma. While the rest of 
Europe is coming to terms 
with the end of the Cold War, 
the Swedes remain trapped by 
the old s h * 

Some critics believe that the 
-neutrality issne'-ls a smoke- 
screen to hide deeper Swedish 
fears about the EC. They 
regard it as a threat to theft 
affluent, settled way of life 
because it will bring into ques- 
tion the fundamental princi- 
ples upon -which the country 
has developed since the 1930s. 
Moving ' towards - western 
Europe could mean - they 
worry •»* a' less redi stri b uti ve 
and onerous tax system, cheap 
alcohdl, a dfinted welfare state 
and above all mass unemploy- 
ment, something that Sweden 
has riot known for over half a 
century. 

Much of Swedish business 
has made up its own mind of 
what to do about the EC chal- 
lenge. The flow of Swedish cap- 
ital and the growth of acquisi- 
tions in : the EC over the past 
two years, particularly by 
many -of. the country’s large 
companies has been very] 
strong arid it suggests that 
whatever the -politicians do 
they have no intention of 
waiting on events- but are keen 
fix protect andjfnrther their; 
interests in-the wider market. 


As a result. Industry and com- 
merce In Sweden is becoming 
increasingly European in its 
outlook. 

There is no -suggestion that 
nffifrifli Sweden Is actually hos- 
tile to the EC. On the contrary, 
behind the scenes strenuous 
efforts are being made to build 
up closer contacts with Brus- 
sels, so that even if Sweden 
remains an outsider the coun- 
try will still be able to exercise 
an indirect influence over the 
making of the Community 

iknirinns tha t, fff fw-t it 

Such a strategy has its uses, 
though it is hard to believe it 
will outlast the probable 
enlargement of the EC after 
1993. For the moment, how- 
ever, it ensures bipartisan 
calm. In spite Mr Bfldfs snip- 
rags from the fringe. 

Sweden’s approach to tax 
refrain reflects a similar han- 
kering for the widest possible 
agreement 

Under the direction of the 
country’s financ e minister Mr 
Kjell-Olof Feldt the final stage 
of what the Swedes like to call 
the biggest tax changes in a 
century is last approaching. 
The purpose is to carry 
through a transformation in 
the cumbersome and inequita- 
ble Swedish tax system. This 
will be achieved fay the aboli- 
tion of the state income tax. 


(for most people) but retention 
of a local income tax at 30 per 
cent. The detailed proposals 
will go to Parliament for 
-approval next March and the 
changes are due to come into 
force in January 1991, eight 
months before the next general 
election. They have been a 
very long time in gestation. It 
is nearly a year since Mr Feldt 
first set out the broad frame- 
work of what he wanted and 


The most important 
underlying problem 
remains the character 
of Sweden's relations 
- with the Community 


you have to go back to the 
early 1980s for the beginning of 
the tax debate. 

Over recent months Sweden 
has been treated to a wide- 
ranging informed national dis- 
cussion about the details of tax 
reform. All the political parties 
and the main interest groups, 
particularly the powerful trade 
union movement and the 
employers, have attempted to 
exercise an influence over the 
outcome through the process 
of bipartisan inquiry that has 
taken place in Parliament and 


through lobbying from outside. 

Some observers fear that the 
eventual results will compro- 
mise the basic purpose of the 
tax reform, which will fail to 
have the necessary incentive 
effects on work and saving that 
its originators had hoped for. 
What is clear is that the tax 
reform will not ease the tax 
pressures in Sweden by help- 
tog to to reduce the country’s 
overall level of public expendi- 
ture which at 57 per cent of 
GDP remains the highest in 
the world. 

Over environment policy, it 
is proving much more difficult 
for the Government to main- 
tain a consensus. 

Sweden remains committed 
to shut all its nuclear power 
stations by 2010, even though 
half its present electricity 
needs are met by the nuclear 
industry. It is also determined 
to reduce industrial emissions 
further over the next few years 
by tightening np its already 
rigorous controls as well as 
maintain a ban on the further 
expansion of hydroelectric 
power generation. 

As a result, the country^ 
main employers and the big 
unions in manufacturing 
industry have been campaign- 
ing in a belated rearguard 
attempt to at least slow down 
the timetable for nuclear 


power’s phase out, which is 
supposed to start In 1995. 

However, for the moment Mr 
Ca r lsson and bis Cabinet col- 
leagues, including Mr Feldt, 
are standing firmly behind Ms 
Bxrgitta Dahl, environmental 
minister, and the present pot 
icy. 

Next year the wiling Social 
Democrats meet for their con- 
gress and by March 1990 
Swedes will know the full cost 
of the energy policy in terms of 
higher taxes and prices. The 
outcome of the nuclear debate 
that has been raging in Swe- 
den since the early 1970s may, 
therefore, still be in doubt Cer- 
tainly many employers refuse 
to believe that normally sensi- 
ble politicians are prepared to 
deal a blow to Swedish indus- 
try for the sake of appeasing 
the anti-nuclear fanatics 

On the continuing liberalisa- 
tion of the Swedish economy 
there appears to he much less 
controversy and readiness to 
uphold tba consensus though 
this mood may well change in 
the near future as the pressure 
grows to ease restrictive mea- 
sures that impede the freedom 
of foreign companies and 
banks operating inside the 
country. 

This summer’s abolition of 
foreign exchange controls by 
the Central Bank caused a few 
mutterings in the trade unions 
but little open hostility, while 
the continuing relaxation in 
the once over-regulated stock 
market and banking system 


appears to meet with wide- 
spread approval. 

What ought to concern the 
Government, however, are the 
growing signs of deterioration 
in the overheated Swedish 
economy and the difficulty of 
achieving political agreement 
hi Parliament on what to do 
about it 

In recent weeks there have 
been a number of rather pessi- 
mistic surveys from the banks 
which predict Sweden’s com- 
petitiveness will decline over 
the next few years as the 
increase in unit labour costs 
and inflation continue tc 
remain far above the average 
for the countries of the Organi- 
sation for Economic Coopera- 
tion and Development They 
forsee a growing balance oi 
payments deficit low growth 
and modest industrial invest- 
ment 

Svenska Han del shank en 
fears that there will be no soft 
landing after the years of busi- 
ness expansion since the suc- 
cessful devaluations of 1982’ 
and it believes higher interest 
rates will have to be imposed 
to bring the economy to order. 
A similar diagnosis came last 
week from Skandinaviska 
Enskilda, the country’s biggest 
bank, it believes a more 
restrictive monetary policy will 
be needed to help cool the 
economy. 

The political problem of 
managing the Swedish econ- 
omy is becoming more acute. 
Continued on Page 2 


vs-. ‘ 

. • , s. f •• • ; 











. mm. 




" T 


- .-A 


' 'v s 


... 


yr; ' ■ -- - vsk 


-mam- - * 




<;'sVW7t;#:i 


! * 












' 

■Ttr --T . ” -i 

* *~v 

•> i ^ 




V* ms 


ST- rev. 

* , JP 


V ' -v 


f 1 T 


? -U‘~ -rf: 


® 



O - 


r 


I magine the year 2010. 

1 Advances in aerospace engineering will have trans- 
formed commercial aircraft in many ways. Yet then as 
now, bearings will still be a critical component in aircraft 
safety. 

It migh t be a minia ture bearing in a navigational 
instrument. Or the bearings in jet engines, rotating at 
speeds of 800 revs/second, in temperatures of up to 
500°C. 

So what difference will there be? After all, how 
much more is there to learn about bearings? You’d be 
surprised. During the last twenty years we’ve increased 
the safety mar gin s against fatigue several times over. And 
we expect to do the same again in the next twenty years. 

Of course, aircraft bearings are already so safe that 
our development efforts are mainly aimed at yielding 
opportunities to decrease the weight and dimensions of 
machines. And enable purer designs. 

So, by the time this little chap makes his maiden 
flight, the aircraft engine may well, like our bearings, be 
very different. 


In 20yearrtime, when our young pilot w&be flying for real , . 


SKF employs some 45,000 people 
from 130 different nations . Manufactur- 
ing takes place at 80 factories in 17 
countries . 

Apart from rolling bearings, SKF 
manufactures and markets cutting tools. 


grinding machines, linear motion prod- 
ucts, textile machinery components; 
aerospace components, fasteners and 
other mass-produced precision products . 

In every one of these areas, SKF has 
a leadins position. 
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Robert Taylor on Sweden’s much-praised model 

A civilised alternative 


SWEDEN is still regarded by 
many foreigners as the para- 
digm of the progress i ve soci- 
ety. This has-been so since the 
depression of the 1930s when 
overseas admirers on the dem- 
ocratic left saw what was hap- 
pening in Sweden as confirma- 
tion that a civilised alternative 
did exist to Nazi/Soviet totali- 
tarianism on the one hand and 
American capitalism on the 
other. 

Many policy-makers in the 
Soviet Union are showing an 
interest in the Swedish model, 
believing that its secrets may 
kelp them in their u nenvi able 
task of trying to reform tire 
Soviet economy in a more mar- 
ket-orientated direction. 

The Swedish model - full 

employment, a dynamic labour 
market policy, centralised col- 
lective bargaining, an open 
trade policy and prudent fiscal 
strategy - continues to win 
plandits from around the 
world. . . , . 

Many on the radical right 
rubbed their hands with glee at 
the of Swedish industrial 
sclerosis in the late 1970s and 
wrote about the crisis of the 
welfare state, the penal levels 
of personal taxation and a 
mushrooming public sector 
crowding out enterprise. Over 
the past decade their gloomy 
forecasts were con foun ded by 
Sweden’s economic revival. 

The country is providing a 
shining example of successful 
progresslvism. In September, 
Mr Neil Kinnock, leader of 
Britain's Labour party on a 
two day visit, paid tribute to 
the positive influence Sweden 
had made to his thinking on 
the future of democratic social- 
ism. A few days later Prof John 
Kenneth Galbraith spoke 
approvingly of the country 
that practised “Keynesianism 
before Keynes." 

The US journalist Marquis 
rhiiria m his Middle Way of 
1936 to the Brookings institu- 
tion report of two years ago, 
said there has been an almost 
constant, unbroken critique of 
Sweden as the country that 
still confounds its ideological 
enemies. 

To the chagrin of the neo- 


economic liberals who have 
held an intellectual ascen- 
dancy in the 1980s Sweden has 
reconciled full employment 
with centralised collective bmv 
paining and the biggest trade 
union penetration of any work- 
force in the world. ... 

The public welfare state with 
Us univ er salis t principles and 
generous benefits system co-ex- 
isted with a private sector 
industrial revival particularly 
among the larger companies 
with competitive global mar- 
kets. 

Nor has Sweden lived up to 
the nightmare vision, of Roland 
Huntford’s The New Totalitari- 
ans, published in 1971, in 
which he portrayed the coun- 
try as the brave new world of 
Aldous Huxley's imagination, 
what he called “a control 
experiment on an isolated and 
sterilised subject." 

To a surprising degree visi- 
tors from abroad select what 
they like from what they see to 
bolster their own often precon- 
ceived opinions. Moreover 
what they write about modem 
Sweden often tells us much 
more about them than the 
country. 

When Mr Norman Fowler, 
Britain’s employment secre- 
tary came to Sweden in Decem- 
ber 1987 he seized on the work- 
fare yiwww for the jobless as 
something to emulate but 
turned a blind eye to the coun- 
try’s wider labour market 
str at egy with the commitment 
to foil employment 

Many Soviet economists who 
travel to Sweden in the search 
for a cure for the Soviet eco- 
nomic catastrophe admire the 
social and manpower policies 
and yet fail to recognise that 
the country's affluence stems 
from its success as a market 
economy almost wholly in the 
hands of private entrepre- 
neurs. 

There is a danger in regard- 
ing Sweden as a model that 
others should try to emulate. It 
remains a strange and beauti- 
ful country which often 
appears somewhat detached 
from the rest of the world in its 
rationalism and stability. 

The Swedes remain a 


remarkably adf-dlsdpUned and 
Mannish people, who avoid 
emotional extremes in the 
search for what they call 
lagorn, a state of mind that 
“Just so." 

Swedes combine a sense of 
order without lapsing into a 
min dless subservience to 
power with a rather self-righ- 
teous earnestness. Perhaps 
they remain the last people to 
harbour the illusion that it 
really is still possible to 
achieve human perfection 
through what Professor Karl 
once call ed piecemeal 


It is the rationalism of Swe- 
den, its Fabian approac h to t he 
solution of problems through 
painstaking inquiry and 
research in the slow, irresist- 
ible yeanling for consensus 
and the avoidance of conflict 
that makes the deepest impres- 
sion on outsiders. rengWsh foot- 
ball supporters in Stoc kholm 
were at"””* 1 to find, after their 
arrest for running amuck in 
the city centre, to find them- 
selves well treaded. 

They no doubt saw this as a 
sign of the gullible i | iw tirm 


of the Swedes but the authori- 
ties believe there is no empiri- 
cal evidence to suggest a more 
brutal approach to punishment 


for wrong-doing produces bet- 
ter results. In their quiet and 
matter-of-fact way they may 
have a paint 
The rather niinteal 


less and methodical approach 
of Sweden reflects a deep, 
underlying sense of stability 
among a people united by 
shared values. To many Ameri- 
cans in particular the country 
does have a resonance as a 
kind of lost Arcadia, of a Wis- 
consin plus social workers. 

The trouble is that Sweden 
as a concept is not really for 
export Its has a distinctive 
character. But this does noth- 
ing to deter those admirers 
who want to transplant many 
of its institutions into their 
own more divisive societies. 
The potency of the Swedish 
myth remains stronger than 
the complex realities that 
a country going through 

rilHTlfl B- 


THE WELFARE STATE 


Envied, but 
under stress 


SWEDEN'S welfare state 
remains the envy of the world 
but far many Swedes who have 
to pay high tans to fond its 
provisions tire system appears 
to be in crisis. 

The public health ca re sys - 
tem is under enormous stress. 
Queues at many hospitals for 
routine hip, eye cataract and 
coronary arteries have grown 
to waits of two years or more. 
The acute shortage of medical 
staff is closing down many 
wards, particularly during tire 
Bnmmpr months. There is also 
concern at the inadequate sup- 
ply of places for pre-school 
children in the public day care 
centres, a crucial necessity in a 
society where most women 
to work. And care cf the olf 
aim nq tyring some anxiety. 

An opinion survey carried 
out in July by the Tamo Insti- 


The shortage of 
medical staff Is 
dosing down many 
wards 


Nokia Data. 



Nokia Data. _ 

One of Europe^ largest information technology groups. 

And the only company that designs and manufactures In 
Europe, for Europeans. 

We are dedicated to bringing people and information 
together. With our Alfaskop workstations, terminals, networking, 
and multi-user business systems. 

Providing business solutions with a particular emphasis 
on finance, distribution, travel and manufacturing industries. 

If you want to know how Europe thinks, talk to us. 


tuie, the opinion poll organisa- 
tion, discovered a sharp deteri- 
oration in the number of 
people who were sa ti sfied with 
the condition of the public 
health service. Only a quarter 
of those questioned they were 
happy with it, compared with 
56 per cent who took a positive 
view of the service four years 
ago. 

There has been no popular 
revolt a gaiTiat the welfare state 
in Sweden. Indeed, only the 
right-wing Moderate party 
questions openly whether Swe- 
den can really afford to main - 
tain the services at their pres- 
ent level any longer and calls 
for a cut in the total size of 
public expenditure. Recently 
Mr Blit and his Moderate party 
were accused by their former 
antes the Liberals of wanting 
to threaten the welfare state by 
their desire to cut the tax pres- 
sures. There does remain wide- 
spread support across the 
social classes for the existing 
syste m whatever its defects at 
present : 

On the other hand, even the 
ruling Social Democrats, the 
main architects cf the publi c 
services that employs nearly 
one in three of all Swedes, 
l^~admitthat additional resources 
are not available for any 
increase , in the proportion of 
the gross domestic product 
spent on social provision. 

Within the prevailing con- 
sensus there is a general accep- 
tance that while the universal- 
ist principles of the welfare 
state must be upheld, the pub- 
lic services have to become less 

bureaucratic and muchmore 
efficient and cost effective if 
they are to survive in their 
present rnrm. 

“The focus on public con- 
sumption must take account of 
efficiency as well as equity and 
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of the fact that expenditures 
cannot keep rising at past rates 


or even stay at past levels 
without causing serious distor- - 
turns in both taxes and expen- 
ditures,” the Brookings institu- 
tion wanted two years ago. 

Unfortunately it is easier - 
as the Social Democrats have 
found - to rake generalised 
statements on the subject and 
yet difficult to cany through 

specific proposals to increase 
productivity in tire public ser- 
vices and make them more sen- 
sitive to the needs of. those who 
use them. 

Powerful vested interests 
remain a serious obstacle to 
any f undam ental reform of 
Sweden’s welfere system. An 
estimated 55 per cent Of Swe- 
den’s electorate owe their live- 
lihood to the public sector 
either as employees or penston- 
era and that proportion may 

weft rfteh hi gher riming the 
1990s. As Prof Hans Zetterbuxg, 
a leading Moderate party ideo- 
logue, argues: “Sweden’s prob- 
lem is how shall a minority 
who deprive their incomes 
from the private sector protect 
themselves against a pnbhdy 
s u pp orte d political bloc w hich 
not only represents a majority 
of the electorate but can also 
dra w on the sources of power 
available to the state." 

Indeed, Prof Assar Lfndbeck, 
director of the Institute for 
International Economics at 
Stockholm University, has 
reached the conclusion that 
Sweden no longer has a wel- 
fare state in the traditional 
meaning of that term. In Ms 
opinion, it has been trans- 
formed into u a free for all 
transfer state with policy 
Indu ced redistribution in cash 
and kind that goes back and 
forth between practically all 
population groups.” 

By international standards 
the amount of money spent by . 
the public rector on health 
care remains considerable. 
This year an 9J2 per 

cent of the country's gross 
domestic product is devoted to 
it. atotal of SKrSObn. This con- 
trasts with the 5 per emit of a 
much « matter GDP in Sweden 
20 years ago. Indeed, since the 
middle of the 1970s the growth 
in the health care budget has 
become inexorable, rising by 
between 15 to 20 per cent annu- 
ally at current prices. 

No other western nation 
except the US — devotes as 
much of its^resanrees to health 
care, though the flgnre has 
fallen since 1985 mainly due to 
a more stringent- attitude by 
the Ministry erf Finance to pub- 
lic sector 'spending. * 

At the last count one in 
every 10 walkers <450,000) was 
employed in the public health 
service, which Is administered 
by the local authorities, com- 
pared with only 3 per cent 30 
years ago. But only a mbmrity 
of them are engaged in direct 
patient care. There are 24fi00 
doctors in Sweden b ut th ey 
amount to only 5 per cent cf 
the health employees , whi le 
the nurses make up a farther 
20 per cent. 



The majority working in the 
service are either in adminis- 
tration or ancillary jobs. 
Indeed, the lack at trained per- 
a nimal for medical treatment 
has grown in the past two 
years and the introduction of 
more market-related levels of 
pay has so fer not dune enough 
to fill the gaps. 

The cumulative y e a r s of tire 
health care system in Sweden, 
however, have produced some 

-i mp ressive actifeVBtfffifo&T f 

• infant mortality hi one of 
the lowest in the world at R8 
per IjBOO lire Mrihs; compared 

"with 1QA in freUS ahd'£4 in 
the UK. The standards of Swe- 
den’s pre-natal and cWM birth 
provisions remain very Ugh- 

• life e xp ect anc y is also high 
by i nte r nati o na l standards. A 
Swedish man lives on- average 
to the age of 74 and women to 
80- This comp£ffeS-Wifh figures 
or 74 and irrespectively in the 
UK. As many as 1? per cent of 
all Swedes are over the age of 
65, and that figure is expected 
to rise to 20 percent by the end 
of the century. 


tors’ certificate until the sixth 
day of absence. 

It has been estimated that up 
to 600,000 Swedes are either 
long-term side or have taken 
early retirement because of 
some physical or psychological 
disability. 

hi their progra m me for the 
1990a the Social Democrats, 
appear* anxious to carry - 
through what they can' a 


• The number of hospital 
beds available is also much 
better than the UK with 15 per 
i ooo In the population com- 
pared with trine in tire UK. 

• Swedes regard themselves 
as healthy. As many as three 
quarters of them told tire Temo 
survey that they , were in good 
shape and it has been esti- 
mated that only 8 per cent cf 

the population over a three 

month period are aUted .to public secteg^ 

• There has been a g rowing - forms of prmrfsffifc 

nationaldebate about tfce rapitl t ^ tijr-healti* aerrice-of -jdpjg 

■ .-*• - . - -■ i-r-.v ivy ~ 

^ii^4.i t^teri ’ &e hdru M strafihh.atid uying> 

rower™ vesmi to gtw consumers.^ greater *-■ 

Interests afe ait V degree dfchoice hi thfr* 2 rVfces c 


the system 


Caution and consensus 


rise in sickness absenteeism, 
which i* now the highest in 
the worid but toe main reason 
for this appears to fie in the 
excessively generous social 
benefit system which enaldes 
an ID. Swede to get 100 per cent 
compensation for lost pay from 
the first day of sickness with- 
out the need to produce adoc- 


*■ Tire concept of social eftiten* : 
ship remains- very -strong in 
Sweden. The radical right may 
i pyflfl n » whrfri-tmr the country - 
can sezfomtiy afford to carry 
such a bilge welfare shite into . 
tire 1990 b. They fear that diffi- 
cult choices win have to he 
made soon because the existing- 
system will not survive the 
pressures of rising demand 
befog imposed upon it : : . . 

Robert Taylor 


Continued from Page 1 
Earlier this spring, Mr Feldt 
tried to rush through a some- 
what belated package to 
rinnipew consumer d em a nd by 
raising taxes but he failed to 
win ap proval for it from other 
parties in Parliament or LO, 
toe powerful bhuecoQar union 
confederation. Instead, he 
bowed to the inevitable and 
agreed to put through a 
scheme of forced savings that 
came into force last month 
which seems most unlikely to 
make much differ ence to the 
economic trends. 

Unless the economy Is kept 
in reasonable equilibrium It 
may prove hard for Sweden to 
solve its other looming prob- 
lems of the 1990s over the 

future of the welfere state, the 
pension funds crisis and the 
troubles of industrial restruct- 
uring 

There are growing signs that 
Mr Feldt will be unable to hon- 
our his promise to cut income 
tax by 3 per cent in his Janu- 
ary budget because of the high 
level of wage deals made this 


As a result there is a pros- 
pect of an outbreak of indus- 
trial conflict this winter as the 
trade unions seek to reopen 
wage settlements already made 
to compensate their members 
with more pay for what they 
wffl lose by keeping toe pres- 
ent level of taxatio n. 

Most other countries in the 
world would love to have Swe- 
den’s troubles for they dwarf 
into compared, 

for example, with what is hap- 
pening among the count ry's 
aaefem neighbours across the 
Baltic Sea. 

There Is no reason, on past 
experience, to believe that the 
Sweden will not be able to sail 
through thgm with ease in toe 
next few years. Perceptive poh- 
RVfans such as Mr Carl Bfldt 
fear that his country's prob- 
lems are more deep rooted 
than many believe. He wants 
to see Sweden grow closer to 
western Europe in thought and 
practice as soon a s poss ible but 
he may well be disappointed. 


Sweden is a highly organised 
society whose institution s are 
flexible enough to change with 
the times. In their response to 
extern"! pressures Swedes rely 
to an extraordinary ex tent on 
the all-knowing wisdom Of 
organisation. There Is a com- 
mon saying that when three 
Swedes meet together In the 
street and talk about a problem 
they immediately set up a body 
to deal with it electing each 
other as chairman, secretary 
and treasurer. 

As Mr Bfldt reflects, unlike 
any other -Europeans the 
Swedes share a benevolent 
view of the rede of the state in 
human affairs. They lack any 
common historical experience 
of enemy occupation, civil war 
or bitter class conflict As a 
homogeneous people, they 
have been spared any funda- 
mental division over sover- 
eignty. As a result, they have 
never questioned the legiti- 
macy of the state. 

In the words of the . West 
German journalist Mr Hans 


sffa gnwn Enzenaberger. “The 
citizens of Sweden regard their 
institutions with a trust and 
lack of suspicion that takes 
good intentions entirely for 
granted.” What be calls those 
"concrete bores” that “occupy 
the centre of every townT marie 
Sweden out as different. 

Perhaps that is why Danes 
talk about “Asia beginning at 
Mahno,” the southern tip of 
Sweden. But those institutions 
are not insensitive layers of 
bureaucracy Imposed on a wffl- 

^They are also having to face 
the challenge at external 
events and the more individu- 
alistic approach to fife that is 
helping to unloosen the old 
ri gwffieft- Sweden may never 
be at a crossroads or nave to 
deride what to do at the point 
of a gun but the power elites; 
who run the country should 
never forget the wise max im: 
coined by former French prime 
minister, Mr Pierre Mendea 
- France: “To govern is to 
chooser 
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THE; Social .Demoereis had a 
great' deal to celebrate this 
year at their iQOtii birthday 
party.Theyhavebeeningov- 
eramentfor all but six-years 
since September 1932. Nd,oti*er 
democratic Txarty of the left .or 
the right haa sncb a record, 
although, for most of that time, 
they have ruled in coalition or 
with the consent of others. 

Last September the . Social 

Democrats wra th^4bird con- 
secutive gemral election with 
4L2 per cent offfigTOte.Thfr 
party has only twice: polled 
more than half the votes, in 
1940 and. 1908, but has never 
fallen below 40 . per cent of the 
total since 1980. 

This autumn hL dropped’ to 
about 38 per cent ini opinion 
surveys and this was seen by 
some obaervers as a oasts. Bo t . _ 
compared with the fragmenta- 
tion of their sister parties in 
Norway and Denmark, the. 
Swedish party retains an 
impressive unity o£ purpose. 

To a large extent the party ' 
has the character. of- 

Swedish society for . .over SO 
years. As Mr Hans Magnus 
Enzensberger.theWest Ger- 
man anther wrote: “This iff no 
ordinary political party. - it 
plays a hegemonic role, which 
means it determmfis'fhA rides 
that everyone else nrast follow 
for political survival." 

The country’s political, sys- 
tem is based on a social demo- , 
cratic consensus. . Sporadic 
attempts to raise the banner ol 
fall-blown market liberalism 
have not impressed the elector- 
ate. The moderate party’s lead?., 
era dream about becoming the 
dominant political force by the- 
end of the century and say that 
social democracy has reached 
ideological exhaustion. 0 - 

The Social Democrats have 
proved highly successful in 
absorbing often hostile trend* 
in society and tanung them to 
their own advantage. This stQl 
seems to be true. The party has 
recently wnhart md on a wide- 
ranging debate of its pro- 
gramme for the 1998s. Theiao-. 
porals, drawmap hy an. inner 
working ^group and published - 
in August, provide a whterang- 
ing analyst of , how . the partyr 
hopes to devetop. 

.The document s a. shrewd: • 
compromise that binds 
together traditional -party 
beliefs, such as the universallst, 
values of _ the wvdfora state, 
with a more modem cominit- 
mant fo individual teedpm. ; 


.. .Tim authors' recognise the 
criticisms :ftonr young Swedes 
vtftosay the party is too much 
Identified with the state appa- 
: rates. They argue that it is in 
danger of treating Sweden’s 
public sector as an end in itself 
for .the perpetuation of vested 
interests. To the surprise of' 
critics .the programme accepts 
that government cannot meet 
all the hopes and aspirations of 
the people it serves. 

In the classic Swedish social 
democratic manner the docu- 
ment seeks to acquire and 
absorb the liberalising tenden- 
cies- in society and reshape 
them in a social democratic 



Carfeson; social democracy la 
faithful to 8* traditional views 

foam. The en vironment issue is 
a good -example. It . has been 
regarded as an Issue which, 
social democracy has found it 
hard to come to terns with. 

The party suggests that the 
cmviEomnmtalJwiie is of cro- 
dal importance not just to 
young middle: class protesters 
but arwOridhg class snpport- 
ers who work In dirty anaacd- 
dentymte industries. Bringing 
the environmemtal debate into 
the centre of politics helped 
the party renew its symbiotic 
relationship with trade imltm 
antes and appeal to the envi- 
ronmental groups. 

The uartv continues to sup- 
port the public sector but 
admits that it can grow no fur- 
ther. In the blunt words of the 
programme the slogan should 
be transformed from “more 
money for reforms” into “more, 
reforms for the maoey.". 

i The -renewal of Sweden’s 
public service^ monopolies will 
dome about not through privafc- 
isingany cf its mam fonctions 
rat front' Ihe decentrafisatton 
of state authority with an 
emphrafs on cost effectiveness 
and efficiency. By diffusing 
itedynn-Bwlcteg through the 


structu re s of the welfare state 
the party hopes to defuse pub- 
lic unease caused by lengthy 
queues in the hospitals and the 
shortage of teachers. 

They want to safeguard the 
basic principles that Be b ehind 
Sweden’s public sector by 
refining their application. 
Whether this can be translated 
into a practical action pro- 
gramme acceptable to the pow- 
erful vested interests inside the 
public sector Is unans wered. 

Most parties that have long 
periods in power tend to 
become arrogant and insensi- 
tive and incapable of reforming 
themselves. There is little 
doubt that the Social Demo- 
crats have developed a kind of 
nomenklatura in the multiplic- 
ity of public agencies and bod- 
ies but, unlike eastern Europe, 
merit and ability have usually 
determined employment. 

The sheer breadth of the 
party’s organisation should 
never be under-estimated. In 
Its strongholds - the small, 
prosperous industrial towns of 
central and northern Sweden 
- it continues to exercise a 
wide influence in the commu- 
nity through a range of activi- 
ties. The party is worried, how- 
ever, about its loss of support 
in the rootless suburbs of the 
big cities.^ But, wnHfcg the Brit- 
ish Labour party, the Social 
Democrats can still attract 
thousands every May Day to 
their march through the 
streets of the canitaL 

Mr Ingvar Carlsson, Swe- 
den's Prime Minister said: 
“Social Democracy remains 
faithful to its traditional view 
that it is necessary to activate 

anil m gar ri Mi a great ntrmh p.r of 
people in order to change soci- 
ety." The party has a wide 
range of bodies beyond its 
youth movement and women’s 
organisation and the LO blue- 
collar trade union connection. 

The Workers’ Educational 
Association is responsible for 
about a third of all study circle 
activities. There are the Young 
Falcons, Sweden’s version of 
Soviet Yoong Pioneers; the 
Verdandi is the 50,000-strong 
temperance' movement; the 
Correspondence School organ- 
ises education courses for the 
party fedihfiil; the Tenants* 
National Association claims 
41^000 members and organises 
1.4m rented while the 
Swedish Pensioners National 
Organisation (PRO) with 
400AQO mem be r s claims to be 


one of the biggest pensioners 
group of Us kind in the world. 

Turn there is the Folksam, 
the cooperative insurance 
movement founded before the 
First World War. Forms is a 
funeral service run by the 
Labour Movement since 1945 
from 240 offices. The coopera- 
tive National Association of 
Tenants' Savings and Building 
Societies (HSB) has an esti- 
mated 600,000 members who 
collectively own where they 
live. The Bfesbyggen is a coop- 
erative housing company ran 
by the building trade rmimig 
afore 1940 and is responsible 
for about 13 per cent Gf the 
dwellings constructed. 

Over the years many Swedes 
have frgfrftn advantage of the 
dificnimt rates an holidays pro- 
vided through RE SO, the 
movement’s travel organisa- 
tion. It organises two holiday 
centres in Italy as well as fecit 
ities on Sweden’s west coast. 

The movement's publishing 
activities should not be forgot- 
ten. The so-called A Press is 
owned by the party and the LO 
and publishes 25 newspapers. 
State subsidies since the 1960s 
ensure the survival of a plural- 
istic wipdia in Sweden. An esti- 
mated l.5m people re ad a 
social democratic paper every 
day, although about 80 per cent 
of the Swedish press is con- 
trolled by non-SodaHst owners. 
Aftonbladet, the Stockholm 
evening claims to be the 
world’s biggest social demo- 
cratic daily paper. The Tiden 
publishing house, begun in 
1912, flourishes as an outlet for 
left-wing books. 

It was Mr Eduard Bernstein, 
the famous German Social 
Democrat who remarked: “The 
go al is nothing; the movement 
everything." Unlike other 
Socialist parties the Swedish 
Social Democrats were never 
really ostracised from the rest 
of society. The other institu- 
tions of the country did not 
work to destroy them. Never- 
theless they slowly but surely 
built up a massive edifice with- 
out coercion that runs far and 
wide through every layer of 
Swedish society and for all 
their fHfflcnitrag there is no 
good reason to suppose that it 
is about to fall to pieces car 
even be modified in any funda- 
mental way. 


Robert Taylor 


SAF: employer’s organisation 

Trouble at an estate of the realm 


A DISPUTE inside Svens Ra 
Arbetsgivareforenlngen (SAF) 
one of the country’s most ven- 
erable institutions, threatens 
to tear it apart. 

SAF, established In 1902 as 
the employer's counterweight 
to the growing power of the 
trade unions, grew into a vital 
partner in the Swedish model 
of centralised collective bar- 
gaining. It claims to represent 
42,000 private companies 
employing over L2m workers 

- as many as 35 per cent of 
Sweden’s labour force. 

During the dominant years 
of Mr Marcus Wallenberg’s 
influence, SAF wielded an 
authority and discipline over 
affiliate companies and had 
easy access to the prune minis- 
ter’s office. Its opinions were 
usually taken seriously and 
acted upon. In the hi ghly disci- 
plined and structur ed world of 
Swedish industry, SAF could 
deliver its side of an agree- 
ment It can stQl impose tough 
sanctions, including fines, on 
rebel companies. 

The organisation, with its 
elegant headquarters next door 
to Stockholm’s Grand Hotel, Is 
reappraising its purpose. The 
question at stake is fundamen- 
tal - what kind of body ought 
SAF to became in the 1980s? 

SAF has traditionally been 
under the Wallenberg influ- 
ence - the epitome of Swedish 
corporatism, a respected and 
respectable estate air the realm 
since it joined with the LO in 
1938 in signing the so-called 
Saltyjobaden Agreement, the 
historical peace between capi- 
tal and labour. 

A TtaHnnai dual reached thi-q 
year between SAF and the LO 

- much to the horror of engi- 
neering employers - is due to 
last until 1991. But this may 
well turn out to be the swan 
song of the old regime. 

SAP's new chairman Mr Ulf 
Lanrin. chief executive of PLM 
the packag ing company, wants 
to push through a radical 
transformation of the organisa- 
tion. A member of the Volvo 
board, he believes that SAF 
needs to be a much more 
aggressive an A aTimTim* body, 
dedicated to the promotion of 
the market economy. 

He believes SAF ought to 
become far less defensive and 
take an unashamedly enthusi- 
astic view of the success story 
of capitalism. Mr Laurin 
favours abandoning much of 
SAP’s corporatist image and in 


particular reducing its role as 
a national collective bargainer. 
Central wage negotiations no 
longer make sense In today’s 
increasingly fragmented and 
competitive labour market, he 
says, and wages should there- 
fore be negotiated almost 
entirely at the company level 
He has no liking for LO's 
wage strategy either because 
the narrowing of skill differen- 
tials between workers in the 
name of social equality threat- 
ens to worsen labour shortage 
problems. Mr Laurin favours 
much more decentralisation of 
company decision-making on 
sensitive issues such as wage 


contain the growth in their 
unit labour costs. 

If market forces alone came 
to dominate the level of wages 
they had to pay their employ- 
ees, they fear it would lead to a 
acceleration in wage push 
inflation as profitable compa- 
nies would have to reward 
their employees. 

The simplicity of the SAF-LO 
system began to disintegrate 
during the 1970s and recent 
attempts to shore it up have 
become increasingly diffi cult 
to sustain. VF, the engineering 
employers federation has been 
negotiating at industry-wide 
level with the trade unions 







Laurin: decBcated to the promotion of the market economy 


negotiations. He wants to 
abandon SAP's role of collect- 
ing reliable wage statistics 
from its affiliate members. 

•In his assault on the hal- 
lowed Swedish model, Mr 
Laurin is echoing the feelings 
of many of Sweden’s big 
employers particularly in the 
engineering industry, who 
want to relate pay determina- 
tion more closely to the 
demands of the market place. 
This is very much the view- 
point of Mr Pehr GyUenham- 
inar at Volvo, the country’s 
most influential chief execu- 
tive. 

There remains an important 
difference of opinion about this 
among employers. Smaller and 
medium-sized employers often 
prefer to uphold the traditional 
centralising system because 
they believe it is the best way 
of maintaining labour peace 
and the levels of pay that they 
can meet Moreover, important 
sectors of industry such as for- 
estry, construction and trans- 
port give their strong support 
to the old SAF strategy of 
national bargaining, arguing 
that a centrally negotiated 
wage agreement helps them to 


since 1983. It thivifrfi that it 
needed agreements that took 
more account of the particular 
business circumstances of com- 
pany members. Many engineer- 
ing employers face severe 
labour problems with high 
turnover and absenteeism as 
well as stagnant productivity 
awl high unit labour costs. 

Wage drift - pay negotiated 
locally on top of the national 
bargain - has always modified 
the centralised reality and now 
as a result of Sweden's over- 
heated condition it accounts 
for up to two thirds of the 
wages earned by the average 
engineering worker. In other 
areas, such as construction, 
the gap between nationally 
agreed rates and what workers 
are paid is even larger, making 
nonsense of the central wage 
norm. 

Mr Laurin and his support- 
ers believe that the ™»tfonai 
approach is obsolete because it 
has become too rigid and fails 
to reflect the forces of supply 
and demand that shape Swe- 
den’s shopfloor pay attitudes. 
The time has long gone, they 
reason, when a handful of 
negotiators from both sides of 


industry can sit down in a 
smoke-filled room and decide 
what the rates of pay should be 
for all of the private sector 
manufacturing employees. 

What troubles the old guard 
in SAF is that their new chair- 
man's radical approach goes 
far beyond the question of col- 
lective bargaining. He makes 
no secret of his desire to give 
the organisation a less public 
profile by removing many of 
SAFs estimated 300 represen- 
tatives from a large number of 
Sweden's public agencies and 
boards. 

In his desire to reduce SAF’s, 
political role Mr Laurin reflects 
the influence of the smaller 
and medium-sized companies 
that has grown inside SAF in 
recent years. It has been calcu- 
lated that 55 per cent of mem- 
ber companies employ fewer 
than five workers though 
together they make up only 39 
per cent of industry’s work- 
force, whereas 19 per cent of 
members account for 55 per 
cent of industry's employees. 

It is by no means certain 
that all of Mr Laurm’s pun- 
gen tly expressed opinions will 
prove acceptable to the major- 
ity of SAF members. The cen- 
tralisers inside the organisa- 
tion can be expected to try and 
mobilise an effective counter- 
challenge to the new chair- 
man's strategy. 

They fear that the Laurin 
strategy will provoke greater 
shopfloor instability with a 
resurgence of wild-cat, unoffi- 
cial strikes as well as employer 
lock-outs. 

SAF has to find a new direc- 
tor general before the end of 
the year to work in harness 
with Mr Laurin. The person 
should provide a good indica- 
tor of how for the organisation 
intends to move in the direc- 
tion he has been spelling out 

The outcome of the struggle 
for power inside SAF, seen by 
many observers as the latest 
round in the industrial civil 
war between the traditional 
Wallenberg interest and Gyl- 
lenhammar, will indicate just 
how far Swedish industry is 
prepared to go in abandoning 
its old corporatist traditions. 

Certainly it is difficult to see 
how a genuine compromise can 
be achieved between the sides 
in what is an important debate 
that throws a revealing light 
over the chang in g realities of 
Swedish capital. 

Robert Taylor 
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Norseman is a rising star in the 
business firmament The Swedish-based 
Nordstjeman Group is focused primai- 
Hy oricoostruction and,Teal estate. Its 
main division, the Nordic Construction 
Company (NCQ, is currently involved 
in large-scale construction projects in 
London, Brussels, and Dusseldorf. 
Nordstjeman’s real estate holdings have 
a market value in excess of £1,000 million. 

The Nordstjeman Group, with sales of 
£2,400 million and 26,000 employees, is 


already a major European player. Based 
on market capitalization it is fifth lar- 
gest in its business sector in Europe. 
The Group is also active in specialty 
steel, shipping, transport and consumer 
retailing. 

Our strategy is simple. Dynamic expan- 
sion and leadership in selected areas. 
Our goal - to become a European leader 
in construction and real estate. 



Nordstjernan 


S-103 75 STOCKHOLM. SWEDEN • TEL +46878850 10 
TELEX 14444# TELEFAX +468201517 


Completing the Swedish 
Business Picture 


Viewed from the UK, the Swedish business environment can 
present quite a puzzle. 

Fortunately piecing ft together is considerably easier when you 
have access to the complete picture. 

Coopers & Lybrand can provide that picture-an 
In-depth knowledge of the Swedish 
business scene. 

Coopers & tybrand is one erf the leading firms erf 
accountants and management consultants hi 
the world. 

in Sweden, Coopers & lybrand AB is part 
of Ohrtings Reveka AB, which is by far the 
largest Swedish accounting firm with over 

2.000 employees in 90 offices across 
Sweden. 

in the UK, Coopers & Lybrand has ova- 

6.000 employees including over 1,000 
management consultants. We have 
established a Scandinavian Market Group 
with the aim of Assisting Swedish companies 
and individuals doing business in the UK. 

This group comprises specialist partners and directors. Including 
Swedish nationals, with working knowledge and experience of 
Swedish companies. The group works ctosety together with 
the Swedish firm and provides services including advice in 
connection with: 

EsmUMlng a place o! bosliw* 

tatheUK and Sweden ueMdlag; 

C<xnparwFonYKiton<xtf 
Accounting 

Personal and Corporate Thx 
Executive Search 
Statutory Audit 



Acquisitions, joint ventures and mergers easiness PertOrromce improvement 
vritb II K end Swedish companies Statutory Audit 

,0CtoHn5: Uanageiiwntttansuftattcyservices 

-Rff ^ tSec,rch Tax Planning and Compliance 

Negotiation Strategy 

Valuation 

Financial andHsx st ructuring 
Business *Due Diligence” 

Completion Audit 
Post-acqulsttton Integration 


tf you would like us to advise you, or for more information about our services, contort John Stuttard in 
London or Robert Bamden In Stockholm at the addresses below 

Coopers & lybrand Coopers & lybrand 

Plumtree Court PO Box 87318 

London EC4A4HT ■fegeluddsvagen 31 

Tel: (44-1)8224590 S-102 54 Stockholm 

Fax (44-1) 8228362 Sweden 

■fel: (46-8) 6668000 
Fox (46-8) 662 1983 
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A business bonanza has brought record profits in industry, reports Robert Taytor 


The return of the entrepreneur 


SWEDISH Industry continues 
to be dominated by large and 
successful companies whose 
business activities straddle the 
globe. 

In this year’s Fortune maga- 
zine league table Sweden 
comes in sixth among the 
countries outside the US for 
the number of businesses in its 
top 500. 

Swedish industry with 20 in 
the top 500 is far ahead of Italy 
(6), Spain (8) and Holland (9). 
Only Japan, UK, West Ger- 
many, France and Canada — in 
that, order - have more large 
com panies than Sweden. This 
is not bad for a country with a 
population of approximately 
8.5m and which lies on the 
periphery of northern Europe 
beyond the boundaries of the 
European Community. 

More remarkable is that as 
many as 13 of the companies 
named by Fortune can be clas- 
sified as involved in smoke- 
stack industrial production. 

The recovery of the Swedish 
economy during the 1980s took 
place in the very areas which 
the gloomy forecasts of the pre- 
vious decade had suggested 
were on their way out. 

It is true that Sweden closed 
down most of its shipbuilding 
industry and it slimlined its 
steel sector as well as textiles. 
Elsewhere in manufacturing, 
companies began to pull them- 
selves out of their difficulties 
under the stimulus of the 
devaluations of 1981-82 and the 
improvement in international 
trading conditions. 

"The revival came like a 
wave that gradually became 
visible and spread over the 
country," remembers Mr Gun- 
nar EHasson, who beads the 
Swedish Industry Research 
Institute. “It took everybody by 
surprise.” 

Between the late 1980s and 
the present decade it was fash- 
ionable among Sweden's busi- 
ness watchers to talk about the 
ossification of private industry. 
It was said to have structural 
rigidities that made it impossi- 
ble to innovate and thrive. 
There were also fears that the 
irresistible rise of the swollen 
over-bureaucratic monopoly 
public service sector was eat- 


ing up national resources and 
crowding out private enter- 


crowding out private enter- 
prise. 

The mood has changed in 
the past few years in what has 
been a prolonged business 
hnnanra that produced record 
profits for Swedish companies 
in 1968 of SEx45bn with the 
best performers in the steel 
and metal good sector. 

The anti-industry culture of 
the 1960s has gone. The best 
and brightest are no longer 
attracted into the public ser- 
vices, which have been thrown 
onto the defensive. 

Entrepreneurial activity has 
come back into fashion. The 
impressive growth in the Swed- 
ish business press - with the 
rapid success of Dagens Indos- 
tri and the glossy weekly Veck- 
ans AffSrer — is a sign of the 
times. 


The recovery took 
place In areas that 
were thought to be on 
their way out 


The Social Democrats worry 
about what they fear is egoism 
rather than individualism. The 
sudden arrival of yuppies in 
Stockholm raises disapproving 
eyebrows in high places. Some 
concern is also expressed at 
the decline of morality among 
Sweden’s business leaders as 
they seek loopholes in the tax 
system to sustain their per- 
sonal fortunes. 

There is a new moneyed elite 
emerging in the country. The 
rise of financiers that inclose 
Mr Eric Penser, Mr Thomas 
Fischer and Mr Peter Gyllen- 
hammar may upset the more 
settled elements in the busi- 
ness world but it is a good indi- 
cator of what a big has 
been taking place in Sweden 
during the 1980s. 

The goad years have not 
been mainly due to the antics 
on the stock market or any 
dramatic rise of new efficient 
companies in high technology 
but much more to the resil- 
ience and flexibility displayed 
by tiie country’s old settled 
regime of big pr i va te compa- 


nies. 

■ “The main reason for their 
success in the 1980s has been 
that they have managed to 
combine fundamental restruct- 
uring in new technologies with 
short-term production efficien- 
cies,” declares Mr Eliasson. He 
talks admiringly of the high 
standard of competence among 
what he describes as the teams 
of management in Swedish 
industry who pulled it back 
from decline. 

About two thirds of Swe- 
den’s top 40 companies were 
founded before tire turn of the 
century- Companies such as 

SKF, AGA, Ericsson, and Alfa 
Laval grew up in the early 
years of the country's late 
industrial revolution from 
their origins they looked 
beyond the small, impover- 
ished home market to the 
world outside. 

In the words of economic his- 
torian Lennart Jorberg; “The 
Swedish export industry came 
to be a driving force in the 
country’s economic growth." 
even at the expense of the 
growth in the home market 

Mr Jorberg believes that the 
rapid expansion of tire econ- 
omy came from the ability of 
Swedish industry "to satisfy 
the demand from foreign 
sources for exports from a lim- 
ited (capital goods) sector of its 
economy.” 

It is no exaggeration to say 
that a large n umb er of Swedish 
companies have simply out- 
grown their own country of 
origin and rely to a very sub- 
stantial degree on their produc- 
tion overseas for continuing 
profitability. 

A study published earlier 
this year by the Industry 
Research Institute emphasised 
the rapid increase in what it 
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of Swedish industry during 
recent years. 

Between 1980 and 1987, the 
study says, the number of 
workers employed by subsid- 
iaries of Swedish companies 
abroad rose from 128.500 to 
423,000. Over the same period 
of time it was calculated that 
the size of the subsidiary work- 
force went up from 12 per cent 
of the number employed in 


Sweden to as much as 33 per 
cent. The expansion took place 
mainly in the big Swedish com- 
panies, with tiie top 10 
accounting for nearly 75 per 
cent of industrial employment 
and production. 

A substantia] part of the 
profits being generated in 
Swedish Industry come from 
its overseas productive activi- 
ties. 

In the past two years the 
outflow of inve s tm e nt and the 
dynamic of Swedish company 
acquisitions overseas has 
quickened noticeably. Swedish 
industry is now investing more 
abroad than at home. 

In 1988 the country’s net 
investment abroad went up by 
as much as 55 per cent to 
SKrSlbn. Much of that figure 
came in the form of direct 
investment from the manufac- 


The mood has 
changed ... the 
anti-industry culture of 
the 1960s has gone 


taring sector. 

Only the US and France 
among western industrialised 
countries bought more. The 
main area for the heightened 
activity is understandably the 
EC for if the Swedish govern- 
ment seems content to move 
closer to the EC at a snail's 
pace, the big companies have 
no time to lose. 

Last year direct investment 
from Sweden into the EC dou- 
bled to SKr26bo. Britain and 
Holland are the wiahi beneficia- 
ries of the Swedish business 
invasion. But the US, Latin 
America south east Asia 
are also areas of the globe 
where Swedish companies are 
finding it InC faaidngly attrac- 
tive to move. An estimated 20 
Swedish companies have their 
shares traded an foreign stnrk 
markets. 

There is no stmiiar dramatic 
movement in the opposite 
direction with foreign compa- 
nies investing in Sweden. 

At the last count only 154,000 
Swedes work for foreign sub- 
sidiaries in Sweden, a mere 10 


per cent of the total labour 
force in industry and not much 
better than the -L5 per cent 
recorded 20 years ago. 

What inward Industrial 
investments there are into 
Sweden tend to come from 
Nordic neighbours Norway and 
Finland 

For tite thna being the inter- 
nationalisation of Swedish 
industry Is still almost some- 
thing of a one-way street but if 
the country is serious about its 
determination to converge 
with the EC this pattern may 
change in the early 1990s as' 
Sweden grows more econonri- 
• rally open and thereby attrac- 
tive to foreign investors. 

For the foreseeable future 
the country’s underlying pros- 
perity looks like having to rely 
on ~the mature compuniftg 
have performed so well in the 
past. 

To Judge by their record for 
positive renewal there should 
be little doubt that most of 
them will not falter in the 
1990s. But it may be the EC 
that enjoys the fruits of Swe- 
den’s industrial success and 
not the c ountry where they 
first grew up. 

What cannot be denied is 
that the big companies of Swe- 
den are ideally structured to do 
better than many companies 
inside the EC out of the 1992 
dynamic. 

They can only hope that 
Sweden’s non-membership will 
not produce troublesome obsta- 
cles to' their business activities 
after 1992. Otherwise there 
must be a real danger - as 
some companies have already 
threatened — of some of them 
leaving Sweden behind them. 

Rising labour costs and soar- 
ing energy bills for companies 
as well as changes in corporate 

taratlrtn . may all add to the 

burdens of staying and expand- 
ing in Sweden. 

Elsewhere, decisions can be 
taken in a laid-back fashion 
but not in business life. 
Whether the politicians realise 
it, Swedish business is making 
its terms with the global mar - 
kets. As so often the companies 
recognise sooner than others 
the international realities in 
which they have to operate. 1 


FORESTRY 


Horizons clouded by doubts about costs 


SWEDISH FORESTRY 
companies are glancing ner- 
vously at their prospects in the 
1990s even as they chalk up 
another year of record profits. 
Not (mly is the global rise in 
pulp and paper products fated 
to subside eventually, but they 
face tougher energy and envi- 
ronmental restrictions at home 
and passible trade friction with 
a post-1992 European Commu- 
nity. 

The Swedish Pulp and Paper 
Association claims that the for- 
estry sector’s production cost 
could rise within the next five 
years by SKrlObn, a sum equiv- 
alent to the combined profits 
made by Sweden’s 10 main 
paper and pulp companies in 
1988. 

In response to the g row i n g 
environmental movement, the 
Government wants to raise 
energy taxes to encourage con- 
servation and accelerate the 
phase out of nuclear power by 
closing down two reactors in 
the mid-1990s. 

The measures would 
increase energy prices and par- 
ticularly affect the forestry 
industry. It is the heaviest 
industrial user of electricity in 
Sweden, accounting for 15 per 
cent of total national consump- 
tion. The association estimates 
that the sector’s energy costs 
would double to SKrYbn by 
1995. 

The production bill would 
climb farther with the planned 
levying of fines for emission of 
pollutants, such as chlorine, 
nitric oxide and carbon diox- 
ide. The charges for the release 
of carbon dioxide could 
amount to SKr3bn for the for- 
estry industry. 

In campai gning 1 against the 


proposals, the forestry industry 
is piriphasiaing its importance 
to the Swedish economy. For- 
estry products are the coun- 
try's single largest foreign cur- 
rency earner. Their net export 
value in 1988 was SKr4&2bn, 
three times that earned by the 
auto exports of Volvo and 
Saab. 

If the government pro- 
gramme on energy and the 
environment is frilly imple- 
mented, the fore s t r y industry’s 
likely response would be to 
concentrate more on val- 
ue-added consumer products 
and establish production facili- 
ties in the EC countries, where 
energy prices are likely to 
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its production of newsprint, occupied at famwp products — matches, razors 

which requires large amounts They are digesting the and fighters — b usi ness are as 
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Sverker Martin-La^ SCA man- turns andmergers that cuhni- had little experience. OhceTBfift 


The forestry sector’s 
production cost could 
rise within the next 
five years by SKrlObn 


remain stable. 

These developments are epit- 
omised by Svenska Cellulosa 
(SCA), Sweden’ second biggest 
forestry concern. 

In 1975, SCA began to diver 
sify out of the basic pulp and 
paper industry by buying 
Molnlycke, a manufacturer of 
paper-based hygiene products 
such as tissues and nappies. 
The Molnlycke division 
accounts for roughly half of 
SCA's turnover, which is proj- 
ected to reach SKr26bn 

SCA has become a net buys’, 
although a marginal one, of 
pulp and is shifting its empha- 
sis towards more expensive 
paper products. The expected 
increase in energy costs is 
likely to force SCA to reduce 


of electricity, according to Mr 
Sverker Martin-Led; SCA man- 
aging director. 

SCA win begin manufactur- 
ing lightweight coated LWC 
paper instead. This has the 
twin advantages of fetching a 
higher price and uses less 
energy to produce. 

SCA has led the way into 
Europe. The Swedish forestry 
industry is growing concerned 
about future market conditions 
after 1992 in the EC, which 
buys 80 per cent of its exports. 

With Sweden refusing to join 
the Community, the companies 
are worried that they could be 
accused of dumping if they sell 
their products at a lower price 
within the EC than in Sweden. 
One way to avoid this is to 
produce in EC countries. 

Last year, SCA acquired the 
French nappy producer Peau- 
douce for Molnlycke as well as 
the Italian corrugated board 
concern Italcarta, in a Skr 5bn 
buying spree. It gained a con- 
trolling interest in Austria’s 
Laakirchen, a producer of 
printing paper, soft tissue and 
bygienic paper products. It also 
announced, that it would build 
a sewprint plant in south west 
France in co-operation with 
Cellulose dn Pm. SCA later 
pulled out of the project, 
expressing fears about possible 
overcapacity in worldwide pro- 
duction. 

While SCA has been gaining 
a strong foothold on the conti- 
nent and strengthening its 
range of consumer goods and 
high-quality paper products in 
the process, the two other 
large forestry concerns, Stora 
and MoDo, have remained pre- 


nated last year and which restructuring process is cam- 
transformed the forestry in cl us- pleted, Stora, which is ftnan- 


try. giving Stora, SCA and cially strong, can mount a 
MoDo control erf 75 per cent of large expansion into continen- 


the sectors's turnover and prof- 
its. 

Stora and MoDo are follow- 


tal Europe, where it lacks a 
stentfleaht production facility. 
Financial constraints, turn- 


ing SCA's strategy of vertical ever, may prevent MoDo from 
integration while preparing following suit in the short 


themselves for the future Euro- term. Its purchase of Iggesund, 


pean market by increasing its paper and palp affiliate and 
their size in anticipation of Holmen, then Europe's largest 


strong competition from North newsprint producer. Increased 


American rivals. 


its debts, Hmfting its ability to 


Store’s SKrl6bn expansion expand rapidly into Europe. 


programme, which included 


Forestry Is the 
heaviest Industrial 
user of electricity in 
Sweden 


the acquisition of Billerund 


Its safe of the loss-making 
Holment Hygiene division to 
Finland’s Metsar-Serla for 
SKrl.3bn in March lightened 
its debt load, although it 
deprived it of an important 
consumer products business. 
MoDo says it will con centr ate 
on tile core business areas of 
fine paper, newsprint and pulp. 

Steeply rising prices for pulp 


(packing cartons). Papyrus over the past three years have 
(fine paper) and Swedish given Swedish forestry compa- 


Match, has made it Europe’s faes the financial muscle to 
largest paper and pulp com- embark on their campaign of 


pany and the fourth largest in consolidation and 


the world. 


Pulp prices should remain 


Its purchase of Swedish steady ov er the next two years, 


Match gave it a strong range of 
consumer products while pro- 


file companies the 
g space to complete 


viding it with an in ter n ationa l their reor ganisa tion. Bat an 
marketing and distribution expected surplus in global pulp 


network. But Store’s energies production in the early 1990s 
are still concentrated on tnerg- as capacity is added in the 


fog its corporate culture with Americas will pose a challenge 
that of Swedish Match and to the Swedes. 


coordinating some 15 business 
areas. 


At this point the large North 
American concerns will turn 


The difficulty of the task is their attention to Europe as 
shown by its recent decision to thafr home market 


sell off some of Swedish 
Match's best known consumer 


John Burton 


SWEDEN proudly boasts that 
on a per capita basis and as a 
percentage of gross national 
product it spends as much on 
research and development as 
the leading industrial powers. 
Nevertheless, there are indica- 
tions that Sweden is lagging 
behind in the technological 
race. 

"A potentially worrying fac- 
tor is the relatively weak share 
of high-tech products in indus- 
trial output at only about 90 
per cent of the OECD average 
in 1983-1985,” the latest OECD 
survey on the Swedish econ- 
omy states. After noting that 
RAD spending accounts for 
about a quarter of industrial 
investment, it adds that "it is 
difficult to avoid the conclu- 
sion that the efficiency of R&D 
may be particularly tow." 

A study by the Swedish Fed- 
eration erf Industries also con- 
cluded that the results of RAD 
spending in Sweden were 
smaller than expected when 
compared to other countries in 
terms of increasing exports or 
expanding production. 

These are sobering findings 
in fight of Sweden’s impressive 


R&D record. It is estimated 
that 10 per cent of the coun- 
try’s industry is based on 
Swedish inventions, from ball 
bearings (SKF) and cream sep- 
arators (Alfa Laval) to auto- 
matic lighthouses (AGA), 
although most date from file 
late 19th or early 20th century. 

Sweden has gained a reputa- 
tion for research in such fields 
as pharmaceuticals, telecom- 
munications, paper production, 
robotics, environmental tech- 
nology and energy conserva- 
tion measures. 

R&D spending has increased 
rapidly is the last 15 years 
from 1.6 per cent of GNP in 
1973 to 3 per cent in 1987 as 
Sweden shifted from basic to 
high-tec industries. 

Industry is largely responsi- 
ble tor the jump in spending 
which in 1987 stood at SKrSlbn 
with industry accounting for 
SKr20.4bn. A decade earlier 
industrial R&D spending was 
only SKr4.7bn. The growth rate 
of industrial R&D spending has 
been particularly impressive in 
the 1980’s. Zt climbed by 16 per 
cent between 1979 and 1983 and 
accelerated to a peak of 26 per 
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THE WALLFMBERG EMPIRE 


A cohesive federation 


WHEN A recent s urv ey asked 
the publk who were the most 
influential figures in Sweden, 
Feter Wallenberg's name did 
not appear high on the list 
That is strange considering he 
indirectly controls an esti- 
mated one-third . of the coun- 
try's gross national product 

One explanation for his near 
invisibility Is that he keeps a 
low profile,' shunning media 
attention in compliance with 
the family's motto; Esse no 
Vlderf. (To be, not to be seen). 

Mr Wallenberg has reorgan- 
ised the industrial empire iris 
family controls, bolstering it 
against domestic raiders and 
preparing it for pa&European 
integration. 

. The Wallenbergs, Sweden’s 
flwflwdai dynasty, may no ton- 
gee have the hegemony they 
once had over the Swedish’s 
economy, when they treated it 
as a family, fief.' But even 
though a number .(rf indepen- 
dent corporate and -financial 
players have appeared in the 
last decade to challenge their 


Challenges mounted 
by domestic corporate 
raiders have been 
seen off 


rain their fields. 

- They include ASEA (electri- 
cal generation machinery), 
SKF (ball bearings), Electrolux 
(household appliances), Saab- 
Seanla (automotive and aero- 
space), Stora (paper and pulp), 
Ericsson (telecommunica- 
tions), Atlas Copco (mining 
e q u ipment ), Alfa LavaHdiary 
equipment) and Astra (phar- 
maceuticals). The industrial 
holding of fire Wallenbergs 
generated an estimated total 
Income of SKr2Um on sales (rf 
SKr365bn in 1988. 

In addition, there is Skantfi- 
navlska Enskflds Bank, which 
in its earlier guise as Stock- 
holms Wnalrilds Bank served as 
tiie foundation for the Waflrat- 
berg’s rise to power. The bank, 
founded by Mr Wallenberg’s 
great grandfather, financed 
Sweden’s early industrial revo- 
lution «nd gaine d « « tmlliiig 
stakes in some of tite country’s 
leading corporations. 

These holdings were later 
transferred to several Wallen- 
berg family foundations when 
banks were banned from own- 
ing companies, primarily 
Investor and Providentia, 
which together with the 
bank’s pension funds, keep the 
Wallenbergs sphere bound 
together through their stakes 
in the member companies. 

The Wallenbergs through 
this complex network of finan- . 
cial Chinese boxes, usually 
posses the largest block (rf vot- 
ing rights to each of their com- 
panies, although it is often 
less than a majority. Control is 
strengthened by their appoint- 
ment of executives. 

The group’s strategy in the 


RESEARCH and DEVELOPMENT 


Sobering thoughts on efficiency 


cent during 1985/86. 

Most of the BAD conducted 
by industry is confined to the 
multinationals. The companies 
that have the 10 biggest R&D 
budgets such as ASEA, Volvo, 
Ericsson and Saab-Scania, 
account for half of total corpo- 
rate R&D spending. 

These -companies produced 
such commercially successful 
projects as the Saab 340 com- 
muter airliner and Ericsson 
AXE digital telephone 
erahflng B and mobile telephone . 
systems. 

Medical research, which is 
traditionally Sweden’s stron- 
gest R&D area, has produced 
such best-selling drugs as the 
cardio-vascular agent Setoken 
as well as developing the heart 
pacemaker. The wealth of med- 
ical knowledge is giving Swe- 
den a strong position Jn bio- 
technology. 


"We are competing in the Mg 
nation league,” says Mr Kurt 
Andersson, associate director 
of the new technologies for the 
Swedish Federation of Indus- 
tries. "We have the industrial 
structure of any major eco- 
nomic power." 

Studies snch as tbs OECD 
report tend to underestimate 
the extent of Sweden’s high- 
tech prowess because they 
exclude the automobile indus- 
try from their calculations. 
Swedish car makers accounted 
for 25 per cent of total corpo- 
rate R&D investment adds 

Andersson. 

Sweden may be approaching 
the point of diminishing 
returns, spreading itself too 
thin as R&D costs increase. 

One example is defence 
research. The Government 
spends more than SKr3bn 
annually to finance a range (rf 


ambitions military R&D pro- 
grammes. There include what 
is claim ed to be the world's 
first maid-role combat aircraft, 
the JAS 39 Gripen. It uses a 
sophisticated “fly by wire" 
flight system. 

The large size of the defiance 
research programme, which 


Industry is largely 
responsible for the 
jump in R&D spending 


also includes corporate fund- 
ing, in relation to the country’s 
total R&D spending is one rea- 
son why research e fforts are 
not proving as productive as 
they could be. 

Another large worry is that 
Sweden is neglecting basic 
research as business assumes a 
growing share of the nation's 


R&D spending. Swedish compa- 
nies traditionally have concen- 
trated on product development. 
Leaving it to universities to 
carry out research. "But the 
university base is eroding due 
to lack of government spend- 
ing.” says Andersson. 

Industry, faced with a short- 
age (rf researchers, is contribut- 
ing to the problem by offering 
university researchers higher 
wages, encouraging them to 
abandon their academic posts 
for ones in the private sector. 
The growth of co-operations 
between universities and com- 
panies on research projects is 
also giving university research 
a more commercial orientation. 

The Government is well 
aware of the problem. Before 
becoming prime minister in 
1986, Mr Ingvar Carlsson coor- 
dinated the Government's R&D 
funding as Minister -of the 
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influence, the Wallenberg 
Sphere - the group of compa- 
nies clustered around the fam- 
ily •— has probably never been 
st r o ng er or more powerful. 

Mr Peter Wallenberg, who 
when he took over command 
of the family’s Interests In 
1982 was perceived as a weak 
and - inexperienced leader, has 
confounded the critics. 

The federation of Wallen- 
berg companies. Instead of 
unrave&ing as predicted, has 
become more cohesive, while 
conso lidating its position on 

the Pftmmnniilng hrighfei OTO> 

looking the Swedish corporate 
landscape. - - 

Challenges mounted by 
domestic corporate raiders 
have been seen off and the 
that marked 
the group's management 
through much of the 1988s has 
vanished. 

p roba bl y no other family in 
tiie Western world, has wielded 
as much economic power 
within their own country as 
the Walle n berg s have in Swe- 
den. The dozmi large compa- 
nies nfwiiatpd with tiie Wallen- 
berg sphere account - for 
one-third of the value of the 
Stockholm bourse and domi- 
ttnate the Hat of Sweden's big- 
gest companies, while bring 
, among the world market lead- 


fate 1880s h as been preparing 
these companies forstiffer 
competition in the post-1992 
EC internal market. A start 
has been made on consolida- 
tion and rationahsation to cre- 
ate bigger, more efficient com- 
panies that will thrive^ on 
ec onomi es of scale and vertical 
integration. The most notable 
example of thes was the group- 
ing of toe Wallenberg's vari- 
ous forestry Interests, Includ- 
ing Swedish Match and 
Papyrus, under Store to form 
Europe’s biggest paper and 
pulp concern. , , 

A parallel development 3s 
the merging of Wallenberg 
companies with other Euro- 
pean concerns to create conti- 
nental giants. The first exam- 
ple of this was the link 
between ASEA and Brown 
Boveri of Switzerland last 
year. Mr Wallenberg suggests 
other pan-European mergers 
will follow. 

The push for European cor- 
porate alliances is the partial 
response to tiie Swedish Gov- 
ernment’s refusal to join the 
EC. This has been hardily crit- 
icised by Mr Wallenberg. 

The EC buys half of Swe- 


den’s ex po r ts ««d foe possible 
discrimination of goods from 
non-member countries would 
particularly harm the export- 
dependent WaXtenberg compa- 
nies. £ - ' ... 

But the search for foreign 
partners fe^riso anneknowl- 
edgement that some of Swe- 
den's tnnMnatfimalt fan not 

continue to survive alone in 
the 1990s. 

The reoent troubles at Saab, 
with its car division losses 
pulling down group profits, is 
a case in point. A possible 
merger with Ford or another 
foreign carmaker is seen as 
tiie only way that Saab can 
remain in toe ante business 
without severiy damaging tite 
company’s other activities in 
trucks.' and aircraft. The fact 
that most of the Wallenberg 
companies are mature indus- 
tries would indicate that at 
least some are destined for 
joint ventures with interna- 
tional allfes. 

- One potential threat to the 
family interests at home is 
Sweden’s promise to harmon- 
ise its laws and regulations 
with the EC, a pledge Mr Wal- 
lenberg approves oL The irony 
is that it could loosen the fam- 
ily grip on their companies by 
opening them up to foreign 
investment. 

The Wallenberg companies, 
like most Swedish companies, 
are now protected from for- 
eign takeovers by the coun- 
try’s system of differential vot- 
ing strength of shares. 

One A share, normally 
restricted to Swedish inves- 
tors, has 10 times toe voting 
power (rf a more common B 
share, which can be purchased 
by foreigners. The Govern- 
ment has indicated it will lift 
restrictions on foreign acquisi- 
tions of Swedish companies in 
compliance with similar 


Future. Mr EjeU-OIof Feldt has 
taken oyer this responsibility. 

The Government is trying to 
correct the imbalance between 
basic research and product 
development by emphasising 
higher education. This 
includes the creation of 
research posts and professor- 
ships, in toe 1987/90 R&D pro- 
gramme. 

Half of its SKiSSlm budget is 
being spent on education, with 
the rest earmarked for the 
environment, biotechnology, 
information technology, polar 
research and .on the humani- 
ties. The programme reversed 
a decline in government R&D 
spending, but this was par- 
tially achieved by forcing the 
commercial banks to contrib- 
ute SKrGOOm. Industry is criti- 
cal that more money is not 
being Spent on the engineering 
sciences, forcing companies to 
.divert R&D funding towards 
toe Anther education of their 
own researchers. 

The Government’s efforts 
may too fate. Companies are 
locating more of tbeir research 
abroad. One indication of this 
■ trend is that the industrial 


moves within the EC. 

The details of the promised 
reforms remain vague as Swe- 
den awaits what the EC will . 
decide on toe issues, and the 
final proposals could provide 

loopholes that will keep the 

Wallenberg interest largely 
intact 

The trade unions, mean- 
while, are campaigning for 
“one share, one vote” reftff m g 
to increase worker ownership 
of corporations - this would 
also dilute the Wallenbergs’ 
power. The unions support 
continued barriers against Ihr- 
eign takeovers. 

Mr Wallenberg has been 
increasing the family share- 
holdings in the various compa- 
nies following a. series of 
attempted takeover bids by 
corporate raiders during the 
1980s. When Mr Marcus Wat 
lenberg, the legendary figure 
who expanded the family’s 
power over five decades, died 
In 1982, he left the Wallenberg 
sphere in a vulnerable posi- 
tion- The family’s stakes in the 
group companies were rela- 
tively small- This did not mat- 
ter as long as toe Swedish 
business community was tight- 
ly-knit and operated on gentle- 
manly rules. 

But toe 1980s saw the rise of 
a new generation : of brash 
financiers who bad made their 
fortunes on the . property and 
stock markets and who were 
willing to test the limits of the 
Wallenberg empire. 

They were encouraged by 
toe perception that Mr Wallen- 
berg was incapable of holding 
toe family’s in t e rest s together. 
It was mi impression that bad 
been created by. Mr Marcos 
Wallenberg’s apparent attempt ' 
to had over leadership of toe- 
group to Mr Pehr Gyilenham- 
mar, tiie chairman and chief 
executive «***«"• of Volvo, fa . 
one of his last acts, Mr Marcus 
Wallenberg allowed Volv o to 
buy important stakes in Wo 
Wallenberg companies. Atl a s 
Copco and Store. 

The death of Mr Marcus 
Wallenberg set the stage fer n 
succession struggle between 
Mr Peter Wallenberg and Mr 
Gyilcnhammar that eventually 
resulted, in Volvo withdrawing 
from toe Wallenberg compa- 
nies. The victory enhanced tiie 
reputation of Mr Petri Wallen- 
berg -and he has blocked most 
other challenges. 

Nevertheless, some compa- 
nies, such as KemaNobel and 
Boliden, have been detached 
from toe Wallenberg sphere. 
That mare haven’t done so is 
partially because the rise in 
the Swedish stock market has 
made it expensive for an out- 
sider to acquire large blocks of 
shares, while toe record profit- 
ability of Wallenberg compa- 
nies has helped finance the 
. family’s purchase of the mini- 
mal amount of new share nec- 
essary to bolster their defence. 

As long as these conditions 
last, the family’s power seems 
secrie, although the possible 
change in Swedish ownership 
rules does Introduce a note of 
uncertainty about the future. 

In tiie meantime, Mr Peter 
Wallenberg must worry about 
the future management (rf the 
companies. Such stalwart 
executives as Mr Hans War- 
then of Electrolux and Mr Curt 
Nicolln of ASEA are facing 
retirement. Aged 68, Mr Wal- 
lenberg most give some 
thought about Ms own succes- 
sion by grooming his son 
Jacob and nephew' Marcus, 
both in their mid-80s, to cany 
on the family legacy. 


John Burton 


R&D spending growth rate 
slowed to 6 per cent in 1987. 

— Volvo, which spends SKrfibn 
on R&D with 90 per going to 
Sweden said all its future R&D 
programmes would be abroad. 
"We must be closer to our mar- 
kets.” explained Volvo presi- 
dent Mr. G unnar Johansson. 

Other companies are follow- 
ing suit as they expand over- 
seas and acquire new produc- 
tion facilities. Climbing R&D 
costs are also forcing them into 
collaboration with foreign part- 
ners. Ericsson, once known for 
jealously guarding it research 
efforts, l& now co-operating 
with Texas Instruments on 
microchips and IBM on data 
base services. 

Faced with the prospect of “a 
brain drain" from Sweden, the 
Government is revising its cor- 
porate tax system to reward 
greater R&D efforts at home. 
Proposed changes would also 
encourage the development of 
small high-tech companies, 
which Sweden lacks due to tax 
rules that favour large, capi- 
tal-intensive industries. 


John Burton 
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Robert Taylor on the crucial role of the Labour Market Board 



in an economic arena 


SWEDEN’S Labour Market 
Board '(jTKe' Arhetsmarkfouils- 
verket'or AMS) is one of the 
secrets- of whyi-tbe economy 
functions so wifi. 

Visitors come from all over 
the world to' its headquarters 
in SoJna, a suburb of Stock- 
holm, andleave foil of disbe- 
lieving admiration for its activ- 
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AMS is the autonomous pub- 
lic monopoly agency, estab- 
lished in 1948, that is solely 
responsible fog the administra- 
tion of the country’s labour 
market. From . the beginning 
the tripartite agency bag hopp 
at the heart of Sweden's eco- 
nomic strategy. 

It was given a number of 
cl«it objectives to provide 
the. social means for. easing 
st ru ct ura l ehaiige in the - econ- 
omy; orgauasd the labour mar- 
ket tb mateh -the aspirations Of - 
wprkers with the needs of 
employers and above . - all 
ensure s weden upheld its com- 
mitment to the concept of fun 
employment. • 

Alongside centralised 
national bargaining, X became 
an integral part of what caine 
to be known 7 as the Swedish 
inodeL, . - ’ ' . 

The organisation, which is 
■stitt rim by a board made up of 
employers and trade mtiori rep- 
resentatives, has "not ossified 
over the years but has man- 
aged to adapt itself to the 1 
changing needs of the labour 
market 

Under Mr Alan Larsson, 
appointed by former Prime 
Minister Olof Palme in Septem- 
ber 1983, it has undergone 
important reforms, designed to- 
maJke jtrespcmsive tothe more 

a n tn^pi wiaprial nHpqitg of the 

1980s. --.••••- ... ... " 

To the chagrin , of 4he tradi- 
tionalists, AMS haa -grown 
increasingly more sensitive to ■ 
the. wants of employers as 
much as to thereqpirentents 

the labour force. 

Mr Larastm-denies that this 
reSects a chaise in the blBB of ' 
AMS axti praters to see the 
organisation as . a mediator 
between the needs of capital 
and labour. “We have gone 
back to the origins! concept of 
the Founding Fathers,” he 
insis ts. •• - * • 

Tfameis Ettfeidonlrt that tte 
private companies reem-dAMS 
in. a .modi mom. positive way 
than they used to. They are 
welcome to- take a direct -role ■ 
through AMS in their own 




Lwbmhc denies any changes In bine at the AMS 


recruitment policies. 

This hi y; assisted con- 
siderably, through the growth 
of- the so-called Expo centres 
which were introduced two 
yeare ago on prime sites in the 
bigger towns where companies 
can .actively promote them- 
selves in. the search for more 
workers. 

“We axe eager to make the 
market. work better," declares 
Mr Larssan.- As many as 90 per 
cent of the lob vacanctes in 
Sweden are advertised through 
ams and mare than two thirds 
of the employment openings 
are filled by the service. The 
computerisation of AMS has 
given every employer and job- 
seeker easy access to a wide 
range of - labour market intelli- 
gence. ... 

Sitting, in front of a com- 
puter screen -in an AMS local 
office it ls possible to find, with 
the press of a button, not only 
the details; of the specific fobs 
on offer anywhere in Sweden 
but also What the local housing 
situation is llta, what child 
care centres are available and 
other useful information; for 
the unemployed. 

The osgaUisation ; has gone 
through internal change .in Stt 
structure* during the 1980s 
under Mr Larsson with consid- 
erable decentralisation to its 24 


county employment boards 
smii the introduction of man- 
agement by objective tech- 
niques to make AMS more effi- 
cient and cost effective. 

AMS continues to be allo- 
cated a large slice of the coun- 
try's budget resources to cany 
out its work. In the 1987-88 
financial year it spent 
SKr 28 uBjn. 

This entrants to as much as 
4 per emit of Sweden’s gross 
domestic product. Unlike 
Britain -and other high unem- 
ployment countries at least 
two thirds of that money is 
spent an active labour market 
measures, designed to encour- 
age the work ethic. 

Mr Larsson takes pride in 
the fact that Sweden does not 
go in for what he calls the 
hand outs approach followed 
by other -European countries 
who . pay their unemployed to 
stay at home with very noth- 
ing to keep them occupied. 

Sweden exercises a stringent 
work a vaflahfflt y test to stop 
people from living off foe dole 
and stiff penalties are exacted 
involving loss of insurance 
benefit if any scro u ngers are 
found out to be »fr »Krng the 
system. 

Mr Larsson says that he 
favours further changes to 
increase the supply of labour 




SWEDISH • CHAMBER OF - COMMERCE 
FOR - THE UNITED • KINGDOM 


The Swedish Chamber of Commerce, 
founded in 1906, aims at promoting 
trade and industrial relations 
between Sweden and the UK. 

■ The Chamber offers a wide variety 
of services and practical assistance 
to companies interested in 
exploring these markets. 


For further information, please contact 
. Mr. Gunnar Fineman, Director, 

Swedish Chamber of Commerce, 

72/73 Welbeck Street, London W1M 7HA. 

Tel: 01-486 4545. Fax:01-9355487. Telex: 22620. 


EONDON NETWORK LTD 


London Network and its Swedish speaking team of experts and consultants 

specialise in organising: 

• Marketing & PR 

• Conferences and Seminars 

• Study Programmes, B us i n es s and 
Incentive Tours 

a Architectural Tours of London and 
. the DocklandsArea. 

London Network aiso provldes a wide range of additional services, including: 

. « Hotel and Restaurant bookings 

• Speakers, Guides and Interpreters 

• Tickets for Theatres, Concerts and 
other Cultural events. 

R>r further information please contact 
LONDON NETWORK LTD 

1 24A Alderney Street- London SWI 4HA. Tel: 01 -628 1100 
Fax: 01 -834 8556. Telex: Sil 5266 LON NET G. 


in the economy by trying to 
solve Sweden's chronic absen- 
teeism problems. 

He points disapprovingly to 
payments of SKitiObn this year 
which the country wifi pay oat 
in different forms of benefit to 
safeguard the living standards 
of adults who are not In the 
labour market. This compares 
with SKr20bn to encourage 
them back into work. 

In his opinion the country 
requires what he calls an 
incentive structure designed to 
make it easier for the more 
than 500,000 Swedes who have 
vanished from the labour mar- 
ket to return to a working life 
and to discourage their depen- 
dence on the social insurance 
system. 

This wifi involve the intro- 
duction of a dual strategy - 
the development of schemes to 
rehabilitate those who have 
dropped out of work and 
changes in the eligibility for 
benefit that will stop further 


An effective link 
between Britain 
and Sweden. 

The 

British-Swedish 
Chamber of 
Commerce is an 
independent 
trade promotion 
organisation. 
With its long 
experience of 
Anglo-Swedish 
trade, the 
Chamber has a 
comprehensive 
range of services 
for companies or 
individuals 
interested in 




between Britain 
and Sweden. 

Why not get in 
touch with us. 

We would 
welcome the 
opportunity to 
. meet you and 
would be pleased 
to give you any 
assistance you 
may require. 


Our address is: 
BSCC, 

PO Box 5512, 
S-114 85 
Stockholm, 
Sweden. 

Tel: 

+ 46 8 665 34 25 
Telex: 10838 
Fax 

+ 46 8 662 74 57 


There is no doubt that AMS 
wifi be crucial in the 1990s for 
the economic success of the 

country- 

Over the next decade Swe- 
den is forecast to suffer a rela- 
tively steep foil in the number 
of workers aged 20-24 coming 
into the labour market and a 
big increase in the number of 
workers aged 55 to 59. 

As a result there wifi be a 
need for a much more adapt- 
able labour market supply side 
strategies with more flexible 
training schemes, measures to 
harness the work potential of 
the old as well as break down 
the remaining banders to 
equality of job opportunity 
between the sexes. 

The ruling Social Democrats 
have given their support to the 
growing demand from the 
trade iminna for a labour mar- 
ket strategy in the 1990s that 
will zid Sweden of thousands 
of dead-end, poorly paid and 
dangerous jobs in the 
economy. 

In the coming restructuring 
of Swedish industry, the roile of 
AMS promises to fie as crucial 
to its success as the country's 
most remarkable Institution 
has been in the past to 
ensure foil employment and 
provide Swedish society with a 
flexible and well-trained 
workforce. 


THE LO (LandsorgamaatfonenJ 
Sweden's blue collar trade 
union confederation is widely 
admired by trade union leaders 
around the world for its collec- 
tive power and influence. 

From its turreted headquar- 
ters in Stockholm, the LO per- 
vades an almost complacent 
feeling of benign authority. It 
represents about 2.3m workers 
affiliated to 23 unions but its 
role goes beyond the immedi- 
ate concerns of the workplace. 

There is no exaggeration in 
suggesting that, at least until 
the 1980s. the LO through its 

ytenlngiraT and organisational 

connection to the Social Demo- 
crats played a crucial part in 
the running of the country. 

During the past 10 years its 
position is said to have weak- 
ened. The decline In the impor- 
tance of centralised collective 
bargaining has undermined the 
primary strength of the LO as 
the negotiating body for Swe- 
den’s brae-collar workers. 

The LO*s radical demand in 
the 1970s for the introduction 
of so-called wage earner foods 
designed to extend trade union 
collective ownership into pri- 
vate industry was watered 
down by the Social Democrats 
when they brought In a modest 
scheme after their return to 
power in September 1982. 

Mr Feldt's Ministry of 
Finance with its liberal eco- 
nomic ideas became the domi- 
nant force and eclipsed the tra- 
ditional LO objective of wage 
equality and solidarity 
between workers. In the inner 
group of the Social Democrats 
the LO'S leader Mr Stig Mahw 
seemed to lack the personal 
authority of his predecessors. 

The LO may be going 
through a revival “I believe 
our power is for greater now 
♦hsm it was five years ago," 
says Mr Fer-Olof Edin, the 
organisation’s chief economist. 
Certainly the views of Mr 
Malm and the LO are guaran- 
teed to make thp headlines. 
Indeed, it often looks as though 
the only articulate and effec- 
tive counter-voice to the Swed- 
ish government comes from 
the LO. 

“Our relations with the 
Social Democrats are like a 
marriage. We have our quar- 
rels but there is never any talk 
of divorce,” admits Mr Edin. 

The LO appears to be in con- 
flict with the Government tm a 
number of important issues. 
Mr Malm gave the blessing at 
LO to the general principles of 
Mr Feldt’s tax reform plan last 
November but the LO is 
unhappy with some of the vital 
details of what it wifi mean to 
their members. LO believes 
that it looks likely to widen the 
pattern of income distribution 


LO: trade union confederation 

Shifts of power 
bring conflict 





Maim: fears escalation In energy costs after 1995 


to the detriment of the low 
paid unless the Government 
takes corrective actum by pro- 
tecting those on below average 
incomes. 

Mr Edin and his rnTTeag wen 
are also rather sceptical of the 
effects that the tax refonners 
believe will come from the 
changes after January 199L It 
is unclear just how much influ- 
ence the LO wifi exercise over 
the final package, due fin: fin: 
parliamentary approval next 
March, but it is certainly exert- 
ing pressure to ensure its 
views are taken into account 

The LO is lining np against 
the Government’s energy pol- 
icy. Mr Malm expresses a 
widely felt fear among the 
blue-collar unions that the 
present strategy will mean an 
escalation in energy costs after 
1995 and this will have a disas- 
trous impact on jobs in sectors 
such as heavy engineering and 
pulp and paper, the LO call for 
a review of the timetable fin 1 
the shutdown of the nuclear 
energy industry has not won 
the approval of anybody in Mr 
Carlsson’s cabinet Next spring 
the LO position may 
strengthen when the real cost 
of the energy policy is known. 

The LO is not very happy 
about possible changes being 
planned by the Government in 


the social insurance system 
flftrfgwwi to try and cut back 
the huge growth in social 
expenditure. This has jumped 
from SKrlG5bn to SKr215bn 
between 1987/88 and 1988/89, 
mainly thanks to the huge 
increase in benefit paid ont for 
gfekneM absenteeism. 

The unions want to concen- 
trate on the development of a 
wide-ranging strategy to make 
the Swedish work environment 
less stressful by restructuring 
industry and abolishing thou- 
sands of dirty, monotonous low 
paid jobs. The LO leaders have 
vrired their public disquiet at 
suggestions that the Govern- 
ment wifi take away a workers’ 
right to sickness benefit from 
the first day of absence and 
reduce the size of the benefit 
that can be paid out to perhaps 
80 rather than loo per cent of 
post-tax income. 

Nor are Mr Edin and his fel- 
low LO economists enthusias- 
tic about the general direction 
of the Government’s economic 
policy, particularly the Central 
Hank’ s high interest rate strat- 
egy. 

But LO's accumulated dis- 
contents seem unlikely to force 
any kind of showdown with 
the Social Democrats. Indeed, 
the LO took a prominent role 
in the drawing up of the new 
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draft programme for the 1990s. 
Many of the proposals it con- 
tains come straight from the 
creative minds at work in LO 
headquarters, particularly the 
controversial suggestion that 
Sweden’s public pension funds 
should be allowed the freedom 
to buy shares on the open mar- 
ket mid play an active part in 
the ownership of industry. 

It is true that from 1991 the 
LO unions locally will no lon- 
ger enjoy collective affiliation 
to the party’s branches. £n 
future the Social Democrats 
will be strictly a mass individ- 
ual membership party with no 
special organic link to the 
trade unions. But this change 
seems most unlikely to under- 
mine the close ties that con- 
tinue to bind them. 

The LO shows no real signs 
of losing its grip on Swedish 
society. At the latest estimate 
it speaks for an estimated 88* 
per cent of the country’s blue- 
collar workforce. A recent 
opinion survey carried out for 
the LO by the country's central 
statistical service found that as 
many as 60 per cent of those 
questioned believed the LO 
should maintain its present 
level of cooperation with the 
Social Democrats or even 
strengthen connections with 

fliern. 

The LO bas to operate in a 
much more complex and struc- 
tured industrial relations sys- 
tem than its heyday 30 years 
ago. The number of organisa- 
tions involved in bargaining 
have multiplied with the 
growth of white-collar trade 
unionism and the public ser- 
vices. 

Moreover, the pressures on 
the shopfloor from the new 
worker individualism have 
grown more irresistible in 
recent years with an over- 
heated economy. The LO has a 
strong dislike for the growth of 
worker convertibles - interest 
free loans that enable company 
employees to enjoy some of the 
fruits of the profitability of 
their companies because they 
undermine the wage solidarity 
between workers that remains 
at the heart of LO ideology. 

The LO is very much the 
custodian of Sweden's People's 
Home and its leaders look with 
deep suspicion at liberalising 
tendencies. 

This is not to say that the 
LO is taking a hostile attitude 
to the present convergence 
with the EG but it still remains 
agnostic on subject, fear- 
ing that the wage policy, fall 
employment and the welfare 
state will all be at risk if Swe- 
den moves too close to the rest 
of western European practice. 

Robert Taylor 
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The bourse’s bullish mood comes as a suprise, says John Burton 


Investors ignore economic signs 


THE Stockholm hoarse 
continues to be unexpectedly 
buoyant with the Veckand 
Aff&rer index rising 40 per 
cent in the post year. What Is 
surprising about the market's 
performance, one of the best in 
the world this year, is that it 
is taking place against the 
backdrop of a deteriorating 
domestic economy that bears 
signs of stagflation. 

Moreover, some of the fac- 
tors that propelled the market 
upwards last year, such as a 
wave of merger and acquisi- 
tions, are less prominent. 
THere has also been a notable 
■ lack of share issues. 

The market’s robustness is 
doe to two factors. One Is that 
Sweden’s export-oriented mul- 
tinationals are still reporting 
good profits due to generally 
healthy global demand. The 
other is that institutional 
investors remain awash with 
cash, while companies have 
surplus liquidity. New funds 
con'd enter the market with 
the possibility that the first 
three national pension ftmds 
will soon be able to buy 
shares. 

The bull market should bol- 
ster the bourse's confidence in 
its ability to prosper as the 
regulations that protected it 
come down. The bourse, for 
example, benefited from strict 
foreign exchange controls, 
introduced at the start of the 
Second World War, that 
helped trap capital and made 
it difficult for investors to buy 
foreign shares. 

The foreign exchange con- 
trols were abolished in Janu- 
ary and Swedes were permit- 
ted to buy unlimited amounts 
of foreign securities. The move 
was part of the Government's 
effort to move closer to the 
European Community by har- 
monising its laws arid regula- 
tions with it. 

During the first half of 1989 
the net value of foreign stock 
purchased by Swedes 
amounted to SKrlOJftm with 
most of. the buying in Nordic 
markets as well as New York 
and London. The outflow of 
capital has barely made a dent 
in Hprmami on the Stockholm 
bourse, although some of the 
big pension foods have yet to 
switch their investment 
abroad. 

Although Mr Bengt Ryden, 
file managing director iff the 
Stockholm bourse, has hailed 
the ending of the foreign 
exchange controls as a large 
step in moving file exchange 
into the international arena, 
^ambition to make Stock- 
holm the leading place to 
trade Swedish equities have 



The stock market has outperformed most of the world's bourses this year 


been f rustrat ed by a turnover 
tax. 

When the Government dou- 
bled the tax in 1986 to 2 per 
cent, foreign investors fled 
abroad, primarily to London 
and New York, to avoid the 
higher transactions cost when 
trading Swedish shares. It is 
estimated that more trading of 
Swedish blue chips is done in 
London thaw in Stockholm and 
40 per cent iff the turnover in 
Swedish equities Is conducted 
abroad. The effect on the 


The bourse benefited 
from strict foreign 
exchange controls 


Stockholm bourse is notice- 
able. Turnover is running at 

about 16 per cent of capitalisa- 
tion compared with dose to 40 
per cent in 1986. 

Although the Government 
has hinted it will drop the tax. 
It may not happen until 1991 
when tax reform measures are 
scheduled to go into effect 
The political cost of dropping 
what is regarded as a yuppie 
tax now would be high since 
tile trade imimw ate criticising 
the government for hurting 
the low-paid through their 
market-oriented economic pol- 
icy. 

Mr Ryden hopes to attract 
foreign custom, once the tax is 
abolished, by making the 
bourse more modem and effi- 
cient. A large step was the 
introduction in June of an 
automated trading system, 
known as Stockholm Auto- 
mated Exchange (SAX), to 
replace the Minting call-over 
and after-market trading 
arrangements. 

The SKr60m SAX pro- 
gramme, which will become- 
folly operational in 1990, is 
initially being used for trading 


equities. Bat it can be 
extended to haraiiA trading in 
bonds, convertibles and other 
financial instruments. 

Plans caQ toe SAX to serve 
as the nucleus for a joint infor- 
mation system that would con- 
nect the Nordic markets 
Stockholm, Helsinki, Oslo and 
Copenhagen — with subscrib- 
ers in London and New York 
via satellite. “It will set the 
stage for a true Nordic mar- 
bet,” says Mr Ryden. 

The next logical step, 
according to Mr Ryden, would 
be to allow foreign brokers in 
overseas financial capitals to 
trade on the Stockholm bourse 
the SAX system. Swed- 
bans foreign brokers 
from the exchange, but if the 
restriction is lifted, Mr Ryden 
estimates that half of the trad- 
ing business that has been lost 
abroad, amounting to SKrSO- 
40bn annually, would return 
to Stockholm. 

Mr Ryden suggests that Brit- 
ish brokers who have been 
approved by the SIB should be 
granted automatic approval by 
the Swedish Bank Inspector- 
ate, which rules on fixe 
hiltty of an joining 
Stockholm Exchange. 

Foreign interest in the 
Stockholm bourse by both for- 
eign brokers and investors 
could grow if Sweden reforms 
its share ownership rules as 
part iff its EC harnumisathms 
progra m me. Sweden now lim- 
its foreign ownership in com- 
panies through such devices as 
shares with differential voting 
values and cross-holding 
arrangements. 

A government appointed 
commission on corporate own- 
ership recommended last year 
that these anti-takeover 
defences be eliminated or 
reduced. Although it su 
ported restrictions That 
continue to ~ bar foreigners 
from acquiring control of large 


Swedish companies, adoption 
of their recommendations 

would allow i n cr eas ed foreign 
share M^g in them. 

The Ministry iff Industry has 
said it will study the revision 
iff legislation on foreign own- 
ership, last amended in 1982, 
although it is uncertain 
whether It will accept the com- 
mission's findings. 

A loosening of ownership 
rules would likely set the 
stage for higher share prices 
since most companies are con- 
sidered undervalued due to 
their protected status. It 
would allow foreigners to par- 
ticipate in “concerning” 
attempts which have become 
frequent among domestic raid- 
ers m recent years. These con- 
sist iff a raider baying 10 per 
cent of a company’s stock, 
which under Swedish law 
gives him a right to board rep- 
resentation and the ability to 
block acquisition of the com- 
pany by a third party. The 
controlling interest in the 
company is usually willing to 
buy out the raider at a pre- 
mium because his continued 
occupation of twn strategic 
minority position is consid- 
ered a nuisance. 

The Wallenberg companies 
have become a persistent tar- 
get of these raids. 

Mr Rune Anderson, manag- 
ing director of Trelleborg, the 
Swedish industrial group, 
staged a raid on Waflenberg- 
contolled SKF last year that 
reportedly netted him as modi 
as SKr25Qm. 

Mr Sven-Olof Johansson, 
head of the privately held 
pr ope rty company Barkmans, 
is believed to be following the 
same taetic in buying up 
shares of Saab-Scania, another 
Wallenberg company, in 
recent months. If the foreign 
ownership rules are eased, Mr 
Carlo de Benedettt could be 
next 


CENTRAL BANK 


Out of the heat of political battle 


THE Central Baidc is one of 
Sweden’s vital Institutions at 
the heart of the country's 
economic revival of 1980s. 

Its governor, Mr Bengt 
Dennis has pursued a tight 
monetary policy and pushed 
ahftari with the deregulation 
of the country's over-protected, 
financial martate since his 
appointment in September 
1962. Mr Dennis wields 
considerable power and 
influence over Sweden's 
economic strategy. 

The most important reform 
at the Central anA which, 
carries many longer-term 
implications for its authority, 
came into force earlier this 
year. With hardly any dissent 
Parliament agreed to change 
the constitutional position of 
the governor by extending his 
terms in from renewable 
periods of three years 
concurrent with the length 
of each Parliament to five 
years. 

In Mr Dennis’s view this will 
provide the Central Bank with 
greater independence by 
removing it above the beat 
of partisan political battles 

and gtrftn gthenhig Its position 

in the formulation of Swedish 
financial policy. • 

Mr Dennis has displayed 



Derails: wtakter iff considerable power over economic strategy 
bn pushed ahead with deregolaflon of the financial markets 


The opening up of , 
Sweden’s Industrial 
structure remains a 
highly political issue 


considerable agility and 
fo rcefulness d uring his years 
at the Rank through the 
complex network of personal 
relations that bind together 
Sweden’s power elites. 

His cl nsa friendship with 

finanpp iwfnigter Mr Kjefl-Olof 
Feldt has been crucial in the 
country’s economic recovery 
over the past seven years, ft 
dates to their student 
days when they were both 
activists in the Social . 
Democratic student movement. 

Mr Dennis does niff always 
win his arguments with the 
Ministry of Finance. There Is 
no meeting df minds on the 
existence of Sweden’s turnover 
tax, for example, which has 
driven a good deal of business 
away from the country. 

There is a genuine 
convergence of views between 
than an what needs to be done 
to keep the Swedish economy 
healthy. The governor is keen 
to pinphasise the commitment 

that hasbOehfeptTo hrihfe * *■ ■ 

bark a sense of fiscal rectitude 


— V?. 


to tire c ount r y' s financial 

<-:'U tO» f 


management through a 
tightening iff interest rate 
policy. 

He believes that the “one 
of the best derisions" that the . 

Rank and - 

Ministry of Finance took was 

to insist that there wonld be 
no government b o rro win g - 
abroad. Since fins was 
introduced in 1984 it has acted 
as a corset supporting the 
disciplines of domestic . . 

economic pahey: - 

As Mr Dennis explained to 
banters in Brussels earlier 
this yean Deficits on currant 
account have to be balanced . 
by the private sector 
b orr owin g abroad and this is . 
brought about by the rise in 
interest rates. The foil effect 
of the deficit is deraopsfratofl 
folly to everyone.” 

hi his opinion the tough 
stance on government overseas 
borrowing has helped to 
stabilise «pehange rate 
flvpivrfaiHnna arui generated..': 
confidence in Sweden’s 
exchange rate policy. 

More importantly, it . • 
provided the necessary 
stability within which the 
country could carry through 
the necessary deregulation 
and lfoerallsation of its 

financial markets. 

The devaluations of 1981 and 
1962 reduced Sweden’s effective 
wmh»mp» rate raid relative unit 
labour costs by up to 25 per 
cent and enabled the co untry 's 
export industries to mount 
a strong international recovery 
at a competitive price 
advantage. 

Mr Dennis, since his arrival 
at the Central Bank, has been 
an enthusiast for a much more 
open and less controlled 
financial system in Sweden. ... 
fbe^terafiohaWcouBSy 
from excessive regulation 


of Treasury bills to 1982, a- . 

move that was carried out by 
Mr Dennis's predecessor. 

The process of deregulation 

speeded up two years ago. In 
August 1987 the Biksbank 
allowed Swedes to invest in 
certain foreign shares without 
having to pay a heavy 
pr emium. Three months later 
a wider ownership of foreign 
shares by Swedish residents 
was encouraged, enabling 
Swedish p ro p e r t y and reel 
estate companies to invest 
abroad. 

Stocetbe. Social Democratic 
election victory to September 
1988 file pace of reform 
quickened even faster than 
Mr Dennis thought was 
possible. 

Last winter the RIksbank 
announced that foreigners 
would be allowed to invest in 
Swedish government bonds 
font tiw first time Swedish 

investors would be given total • 
freedom to invest to foreign 
equities and real estate In July 
Sweden lifted almost all its 
r emaining foreign exchange 
controls, imposed as a 
defensive measure in l938. . 

There is not a completely 
free financial system to 
Sweden. . 

Deposits in foreign banks 
are still forbidden and cross 
border payments still have to 
go through an authorised 
resident bank in order to 
satisfy the taxation 
authorities. 

From January 1, 3990, * 
however, non-residents will . 
be allowed to own shares in . 
Swedish banks and other 
financial Institutions though . 
an upper limit will be set an 
the level of foreign 


territories with the removal 
iff many of the restrictions that 
impede the toward movement 
of foreign investment and 
foreign ownership of Swedish 
industry and services. 

In particular, he favours 
allowing foreign companies 
the opportunity to establish 
finance and stockbroktog 
companies to Sweden. 

The opening up of Sweden's 
industrial structure to 
outsiders remains a highly 
political issue as the recent 
discussion over the possibility 
iff Ford motor’s involvement 
with the Saab automobile 
concern has underlined. . 

The Central Bank has its 
sights set on the reciprocity 

principle with the European 
Community in financial 
har monisation in line with 
Sweden’s commitment to 
implement the so-called four 
. freedoms of the 1992 internal 
market. 

Mr Dennis and his 
colleagues do not disguise their 
concern at the overheated 
condition of the Swedish 
economy. They are worried 
about the low rate of economic 
growth, the distortions created 
by the tax system and above 
all the erosion of the country’s 
competitive advantage as a 


Mr Dennis does not 
; always: win his 
arguments with the 
Ministry of Finance 


isi 


principle behind all economic 
policy-making since the 3930s, 
namely the need to ensure full 
employment ••• 

Mr Dennis is one of the few 
hank governors in the western 
world who has to worry what 
the consequences of Swedish 
monetary strategy will be on 
the labour market . 

As the governor reminded 
bankers to Brussels earlier 
this yean "For Swedes the 
commitment to toll 
employment amounts to the 
same kind of political 
obsession as inflation does for 
the West Germans. The 
experience cf the 
unemployment to the 1980s 
never dies. And -this 
commitment to the canse 

every^M^nent oLthe <■ 
scene." 
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to ffj rtgrid the deregulation 
offensive into more sensitive 


Robert Taylor 
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of wage push inflation. 

However, the Central Bank, 
in much the same way as every 
other institution in Sweden. 
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Lessons in 
parenthood 



They may not be. keen to admit H, but there are 
some powerful lessons tor UK conglomerates 
to {earn from BAT Industries' self-dismember- 
ment, as ttjights to stay out of Hoyiake’s ... 
dutches. And It goes beyond that, lighting the 
way for more Trarrowtytocused companies of ■ 
every shape and size. Christopher Lorenz die* 
cusses the skills and dffficutties involved in 
corporate parenthood. Page 42 

P la y in g by the rales 

The Association .of international Bond Dealers - 
is to impose stiff fines and penalties on mem- 
bers which fall to live up to its rules. From 
December 1*. members will face the ultimate 
penalty of suspension and a suspended firm 
will be unable to trade in toe UK.' Officials are 
also considering public disclosure of a lid 
naming offenders. Page 24 ' 


Bs-ra d 

Bond Media, Mr Alan 
Bond's listed broadcast- 
ing company and owner 
of Australia’s top-rating 
Channel Nine television 
network, has slithered 
embarrassingly Into the 
red, suffering both an 
operating deficit and 
large extraordinary 
losses. The figures rein- 
force expectations of a 
poor result when Mr - 
Bond’s flagship. Bond [Corporation and other . 
listed companies In his empire report their., 
annual figures, reports Chris Sberwelt. Page 24 

Book war in the Wands 

Hostilities between two Channel island publish- 
ing groups have broken out following a £14. 6m 
all share bkiby Guiton Group, the Jersey- 
based newspaper and magazine publishing 
company, for Guernsey Press. Page 25 
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a little 

blue 

Alan Cane on 
the company’s 
struggle to 
maintain growth 

P essimism over the pros- 
pects of International Bre q. 
ness Machine* (IBM) is 

now endemic on Wall Street. 
Analysts and investors fear that 
without further, drastic action 
the world’s largest computer 
m a nufa c t urer will never recover 
the form which over 30 years has 
sustained it as the dominant 
force, in data processing. Some 
are suggesting the only cure for 
the giant’s lumbering perfor- 
mance over toe past few years is 

itigmwnhprmpiit 

All these doubts have resur- 
faced despite a series of drastic 
shake-ups pushed through by 
dmirman John Akers dnrp 
early 3980s. These would have 
brought a hwy m wnwatinn to 
its. knees, strnctnrallyand finan- 
cially. 

They Include the shifting of 

tens of thousands of employees 

from administrative positions to 
fine jobs, a new marketing struc- 
ture itagigwad to bring the com- 
pany elnsar to its CUStomBTS, «nf| 
tHrhrminginai innovations to help 
the rninpa p y regain ground lost 
to smaller, more ague competi- 
tors. 

Last week, toe company, which 
had 3988 revenues of $SB.7bn and 
pretax profits of SSBtm, told a 
hastily convened security ana- 
lysts’ meeting in New York that 
earnings for the third quarter 
and for the year would fan sub- 
stantially below their expecta- 
: tions. ■ • 

ft suggested they should revise 
estimates for 1989 to between 
f&ffihimd 510 a share firojp $10_t9\ 
/¥U>-6<£ implying an* outturn far 
the 'year no betttf thjn (fat far 
1988 wheneamfagBwae 39.80 per 



■ Mr Stephen Smith, computer 
medalist with stockbrokers Pai- 
neWebber, said the announce- 
ment was “a surprise but not too 
much of a surprise.” 

It would be the fourth time in 
five years that IBM had disap- 
pointed and an indication that 
the doable digit growth rates 
which toe market had come to 
.expect from the company in the 
1970b and early 1980s would be 
hard to repeat 

A company the size of IBM 


needed to increase its revenues 
by at least 6 to 7 par cent a year 
simply to maintain stable mar- 
gins, he said. On the latest pro- 
jections, revenues would grow 
only 4 to 5 per cent in 1989, well 
below the industry average of 15 
per cent or so. 

The reasons IBM gave fix* the 
denting were m i TBUM riral^ a m the 
volatile computer business - 
technical problems which would 
delay the introduction of an 
important high capacity disk 
memory until 1990, a shift toward 
leases rather than outright pur- 
chases among its customers and 
currency fluctuations which are 
expected to cost the group 
between $2bn and $3bn of reve- 
nue across its substantial inter- 
national business. 

Each of these factors by itself 
might seem only a temporary 
blip. 

Problems with esoteric new 
technology are common In the 
computer industry and trm, 
which invented high density disk 
storage, has all the skills to solve 
the problem. 

Teaming , in the long run, gives 
a b etter yield *h*n outright sales 
arid the teadmg teaming compa- 
nies in the US and Europe are 
already complaining that their 
viability is threatened by IBM’s 
aggressiveness. Currency fluctua- 
tions in a global marketplace are 
very umeh a swings-andro und- 
abouts affair. 

IBM’s present predicament, 
however, is only the tip of the 
Iceberg- The fact is that profound 
Ipng-term trends- in the .industry - 
are nhnlrrng thn en gine which 
powered I B M ’s growth, leaving.it 
vulnerable fas the first tone in 25 
years - 

T hese include: first, a fun- 
damental, irreversible 
decline in the growth of 
the mainframe market. IBM’s 
corporate culture is tied to the 
mainframe market; its marketing 
efforts finely tuned to selling 
large machines costing between 
tlm and $iGxn on which toe mar- 
gin can be 50 per cent or more. 

That market is now largely a 
mature, replacement market, 
growing at only 6 per cent a year 


or so. Principal growth is now In 
the mid-range and small com- 
puter sector where IBM has 
nowhere near so sure a touch but 
where growth is still around 15 
per cgnt 

The second trend is the splin- 
tering of the computer market- 
place fotfi a rarteq af niches, 
with its own market leader and 
in none of which IBM has techno- 
logical leader s hip . 

So, for example, Compaq Com- 
puter leads in high-powered per- 
sonal computers, while Sun 
Microsystems is the leader in 
engineering workstations and 
ra gftei Equ i p m ent l ea d s in dis- 
tributed processing. 

T hird, toe “customer” ha« 
changed. IBM used to sell 
directly to data processing 
managers. Its relationship with 
these e xecutiv es secured its posl- 
tionin the large corporate 
accounts. 

Incr easing ly, however, as the 
costs of data processing rise 
seemingly Inexorably, buying 
decisions in large corporations 
are being referred to the board 
and to information technology 
directors who may have no alle- 
giance to IBM. 

A “wait and see” attitude cm 
the part of these new customers 
is a principal cause erf the present 
weakness in the US computer 

umrkfit - 

IBM has called toe tune and set 
the standards, for a quarter of a 
century but technological change 
is shifting the gro und beneath its 
feet 

Industry pundits are fond of 

aminriBring the *n d of TRW but 
the world’s third largest public 
company, wiLL^possfbty the best 
management of any high technol- 
ogy group, cannot be written off 
so easily. 

Nevertheless, Mr Akers cannot 
be satisfied that the organisa- 
tional changes he has instituted 
so far are having the desired 
effect and must be. wondering 
what more be can do. 

Investors in the group must be 
asking themselves the same ques- 
tion. IBM’s share price has hov- 
ered around the SI 15 marie since 
1983. 


The devaluation 
of the 

United States 


By Anthony Harris 

in Washington 



The traffic in Washington is now 
returning to normal, after a week 
of double parked stretched limou- 
sines; and everyone with finan- 
cial connections is an a diet, after 
a week eating enough canapds to 
relieve a significant famine. This 
is an odd way to discuss the cri- 
sis of the poor countries, and it 
gets bankers heartily disliked, 
but they are probably used to 

ffiat 

In any case, the major talking 
point last week was not the pov- 
erty of the old debtors, but of the 
new one. The bankas have read 
the President’s lips, and what he 
is saying is “Frn a poor man.” 

Again and a gain, th e Admin wU ra- 

tion appeared with its begging 
bowL 

The President addressed the 
IMF , and agkari for support for 
America’s friends; Mr Brady, 
whose own debt-reduction plan is 
faltering fop Ifldr nf flnan/rial sup- 
port, gave a speech on the need 
for everyone else to spend more 
on the environment; but the US 
had no cash to offer. Mr Bush 
gave a reception to die bankers 
at the White House to ask them 
to lend more. 

Only one of his guests, from 
Switzerland, Is reported to have 
been blunt enoug h to give the 
obvious response to this; but to 
judge by soundings at a small 
gampte of the week's 200 odd par- 
ties, he was speaking for all of 
the bankers. The commercial 
banks are heavily unimpressed 
by cur rent US policies. 

So, it racing, are s oma erf the 
central bankers and finance min- 
isters of the Group of Seven 
itself The nfflriai raid on the dol- 
lar was not in the first place as 
fierce as reports suggested- Sony, 
in a single hid, n f fa e t three 
quarters of t heft* combined inter- 
vention up to that paint Even 
while they sold dollars, senior 
Japanese and German officials 
were announcing that, the exer- 
cise would make no lasting differ- 
ence in the absence of “policy 
adjustment” - shorthand for 
higher US taxes. 

All this may well encourage 
investors to bid the dollar up 
ag ain once the intervention stops 
- though the trading banks will 
be reluctant to go long, since 
they have been caught before. At 
the end of the week, then, the 
fhture of the dollar still looks 
doubtful; but toe devaluation of 
the US as an economic leader 
may be less easDy reversible. 

The Administration is no doubt 
ruefully aware of this; but it is 
caught m a trap which is largely, 


but not entirely, erf its own mak- 
ing. Its international leadership 
is inhibited by weak domestic 
leadership. The President is 
reported to be puzzled by his own 
very high poll ratings, and to fear 
tba f they could suddenly evapo- 
rate; that is why Us policies are 
so heavily influenced by opinion 
polls. 

In international affairs, this 
means following some remark- 
ably Ill-informed opinions. A 
recent study shows that the 
American public believes that 
foreign aid is the second largest 
item in the Federal budget, while 
It is in fa<** about tha smallest 
sine* t he y also believe that mea- 
sures like increased IMF quotas, 
or debt enhanc ement, would add 
to this imagined burden (wrong 
agate), they are against them. US 
support would be reluctant even 
if the revenues were available. 

When it comes to revenues, the 
President’s tax pledge is of 
course the major obstacle; but US 

nffirialfl In any caaa foar that it 

would need only very modest 
overkill to end the seven-year-old 
US expansion. This is the 
clincher. A recession, or even a 
sharp slow down, would destroy 
the whole Bush gfr nfa ^s y of grow- 
ing out of deficit 

Official worries were expressed 
clearly enough in Mr Richard 
Dartnan’s recent critirigm of Fed- 
eral Reserve policy; he fears that 
on present policies the economy 
wifi, fan short of toe required 
growth rate. The ordinary Ameri- 
can consumer feels much the 
same; it was a fall in consumer 
confidence which held toe lead- 
ing indicators down to a disap- 
pointing 0.3 per cent rise this 
month. The very weak reports 
from the pu rchasin g managers, 
month after month, provide a sin- 
ister background noise. 

In the short run the consumer 
probably holds the key to the 
whole- puzzle. The apparent 
bounce-back in demand in recent 
figures is due largely to two spe- 
cial factors. Exports have been 
flattered by the bunching of air- 
craft deliveries in the second half 
of the year, due to problems with 
the latest Boeing 747. More 
important, the car market has 
been booming since toe begin- 
ning of August 

Optimists believe that this is 
the beginning of a new, highe r 
trend; but pessimists. Including 
many in toe motor industry, fear 
that it is simply a tush to get 
large discounts and cheap 
finance while they are still on 
offer. This should not be a puzzle 


for very much longer. Most of the 
cut-price offers expire officially 
this week (though discounts have 
a way of making as many final 
appearances as an ageing opera 
star, so they may last a bit lon- 
ger). 

The sales of the 1990 models in 
October and November should 
give a pretty clear answer; for it 

gaarna nlpar that the ex pansion 

cannot keep up speed without a 
fairly strong car market. The 
housing slump may be past its 
worst, but still has grim implica- 
tions for rates of many hnnsahnlfl 
goods; investment growth is 
slowing, and escorts are hardly 
likely to accelerate from their 
present annual growth rate of 16 
per cent or so. 

The unquestionable good news 
in recent figures has been about 
inflation- The consumer price 
index, suggesting a 45 per cent 
annual rate, looks like 8 la gging 
indicator, which will soon give a 
better picture as the steep food 
price rises of the last twelve 
months wash out Meanwhile, the 
leading indicators - wage rates, 
input and intermediate prices - 
all show a sharp sl o w dow n, and 
some are actually falling. 

If these trends are confirmed, 
the Fed should soon feel free to 
grant Mr Darman’s wish, and let 
interest rates fall. However, this 
will not be because the Fed sup- 
ports the Administration’s wish 
to sustain toe growth rate near 3 
per cent, but more likely because 
they think it is in danger of fad- 
ing below 2 per cent That gap, 
between toe Administration’s 
strategic target and the Fed’s 
comfort level, contains the whole 
possibility of growing out of trou- 
ble. The Puritan attitude of the 
Fed (and especially of toe Fed’s 
regional presidents) may now be 
enshrined in law. Rep Stephen 
Neal, a Southern Democrat, has 
introduced a Congressional reso- 
lution which would direct toe 
Fed to eliminate inflation within 
five years. 

The language is hedged - 
“inflation will be deemed to be 
eliminated when the expected 
rate of change in the general 
level trf prices ceases to be a fac- 
tor in individual and business 
decision-making” - but the 
effect is dear. The Fed would be 
instructed by Congress, which 
controls its fate, to ignore Mr 
Damian. This is hardly the gift 
Mr Bush would have requested 
from his new conservative Demo- 
cratic allies, who helped to vote 
through the filjudged cut in capi- 
tal gams t*T. 


Economics Notebook 


Dutch eyes turn to Frankfurt 


Mr Nigel Lawson, the UK 
Chancellor, will not be the. 
only European finance. minis-' 
ter casting an. anxious eye 
towards the next meeting of' 
the Bundesbank’s decision- 
making central council in 
Frankfort on Thursday. 

While in Washington fin: last 
week’s annual meeting of the 
International Monetary Fond, 
Mr Onno Ruding. the Nether- 
lands finance minister, 
appealed to Germany not to 
raise its interest rates. Mr Rud- 
ing said he saw no reason for 
further interest rate increases 
in Europe. 

Admittedly, Mr Raffing is in 
a rather different position to 
Mr Lawson. Inflation in toe 
Netherlands is down to around 
Z per cent at an annual rate. 
But his complaint that a far- 
ther rise in West German rates 
would “punish toe goocLguys 
for good behaviour” indicated 
- wider concern among the 
; smaller European Community 
! countries that Germany's anti- 
' inflationary zeal may be get-. 

, ting the better of its judgment 

Mr Raffing, whose counter 
inflationary credentials are 
second to none, believes 
E u rope is now ova: the worst 
of its recent inflationary surge, 
i However, it remains to be 
seen whether his remarks will 
have any effect on the proudly 
independent Bundesbank coun- 
pil in discussing interest rate ., 
policy, the council could decide 
to put domestic considerations, 
such as fear of an inflationary 
wage round, ahead of the semd- 
bflities of otter countries..; 
i Much will depend on foreign 
Exchange market - devetop- 
snts between now and Thurs- 
But it most never be for- 
«, that the Bundesbank’s 
nationally minded Frank- 
, -based directorate !® out- - 
r jmbeied by nearly two to one : 
n toe council by the heads of 
he German domestically-ori-. . 
fated regional centraL banks. . 
v Although West Germany 



lidded a massive 78 strong del- 
egation for the IMF-World 
Bank meetings, there was only 
one “backwoodsman”, or 
regional central hanker, in toe 
party. 

Green Progress 

Industrialised and develop- 
ing countries have made useful 
progress to wards preservi ng 
planet Earth from environmen- 
. tal iteatnwHnn. 

The Joint IMF-World Bank 
committee agreed 
last week that a co-operative 
effort was required by both the 
developed and developing 
countries to address the criti- 
calprobtem of pollution. 

’ Tms agreement among min- 
isters representing the Third 
World arid huhiatrlflllsHi coun- 
' tries is not as banal as ft might 
sound. There has been a great 
deal erf suspicion among devel- 
oping natfflna that the sudden 
^nflinsiasm for tha environ- 
ment in the developed world 
could condemn the Third 
Worid to increased poverty and 
slower growth. 

Viewed from Western 
Europe, the burning of toe 
Amazon rain forests may look 
the height oS felly. But in a 
country like Brazil, saddled 
with a rapidly rising popula- 
tion and huge problems of pov- 
erty and debt, such Western 
concern can easily appear as 
bossiness and. unwarranted 
interference te a nation's sov- 
ereign affairs by countries that 
have grown rich on the 
strength of past poflntion. 

The development co mmittee 
-communique- managed to rec- 
oncile these, differences. It 
recognised that toe bulk of pol- 
lution so for stemmed from 
industrial countries. However, 
all countries were urged to 
penalise polluters and check 
the flow of imparts and exports 
of environmentally damaging 
materials. 

:The ipbmmfttos took "note of 


the problem of climatic 
Change. It also recognised that 
care for the environment 
might require ad ditio nal finan- 
cial <md technical for the 
Third World and requested 
Western governments, multi- 
lateral development Institu- 
tions and the World Rank to 
consider such assistance. A 
good deal of credit gar this har- 
monious outcome must go to 
Mr Barber Conable, the Worid 
Bank President, who stressed 
the responsibility of the indus- 
trialised a hm t daa fo r tiw envi- 
ronment in a major speech 
before the the IMF- Worid Bank 
meetings. 

He pointed out, for example, 
that North America and 
Europe “together are responsi- 
ble for nesriy three quarters of 
the carbon dioxide emissions 
that contribute to global 
warming, while accounting for 
only 8 per cart of the world’s 
population. The developing 
world, almost 80 per cent erf the 
world's population, is responsi- 
ble far only 7 per cent of the 
industrial of carbon 

dioxide.” But it is dear that in 
detailed matters the environ- 
ment remains an area rich in 
potential discord between the 
industrialised and developing 
countries. 

Mr Malison Ferreira da 
Nobrega, the Brazilian Finance 
Minister, warned the West 
against trying to impose new 
conditions on finawm'fli assis- 
tance linked to preserving the 
enviro n m ent that would inter- 
fere with national priorities in 
developing countries. - 

The Group -of 24 developing 
nations, in theft statement last 
week, expressed opposition to 
toe use of environmental con- 
cerns “as a disguised instru- 
ment for protectionism and for 
reducing the net flow of finan- 
cial resources to developing 
countries.” 

Peter No rman 


THIS WEEK 


THE DOLLAR will again be 
tfrp focus of attention in finan- 
cial markets this week as they 
ponder the effects of last 
week’s conca-t ed inter v entio n 
against that currency, forth- 
coming US indicators and a 
possible rise in West German 
interest rates. 

In Britain, however, domes- 
tic markets will be eagerly 
awaiting details of trading in 
staling and for what that 
im plies for domestic UK inter- 
est rates. An indication of the 
Rgnk of England’s attempt to 
support tiie pound will come 
tomorrow with publi c ation of 
tiie Official Reserves for Sep- 
tember (although the figures 
will not include dealings last 
Thursday and Friday). The 
consensus of analysts’ fore- 
casts, compiled by MMS Inter- 
national, the firianrfai research 
company, is for an underlying 
fall of $lbn, compared with 
August’s fell of 8405m. 

In Berlin the Bundesbank, 
the West German central bank, 
holds its fortnightly Council 
meeting on Thursday. Thera 
has been speculation recently 
that It will decide to raise 
interest rates, which could aid 
the world’s central banks in 
driving down the value of the 

dollar . 

In the US, toe employment 
data for September, due on Fri- 
day, should provide further, 
evidence of whether the Fed- 
eral Reserve’s tight monetary 
policy is dampening domestic 
infla tionary pressures. Any 
sign that employment growth 
is slowing could trigger specu- 
lation that monetary policy 
might be eased. However, the 
market is expecting toe data to 
show steady growth in US 
employment, which should 
allow toe Federal Reserve to 
keep short-term money market 
rates at their present level of 9 
per cent The MMS consensus 
is for a rise of 275,000 in toe 
non-farm payroll, against 

110.000 In August. 

The September figure, how- 
ever, will be distorted by over 

90.000 communications work- 
ers returning to work after an 
faiftngtriai dispute. Minus the 
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effect of this, the data should 
show employment growing at a 
rate some way below the aver- 
age seen so far this year erf 
230,000 a month. 

The US National Association 
of Purchasing Managers Report 
far September is due out today. 
This survey of the expectations 
of toe buying managers of 
large US corporations is 
regarded as an important indi- 
cator of business confidence. In 
August the Index stood at 45.2 
per cent, and toe average erf 
market forecasts is for 47 per 
cent in September. Anything 
under 44 per cent, say analysts, 
would indicated that the US 
economy is contracting. 

Other events and statistics 
this week include: 

Today: US, construction 
expenditure for August UK, 
final retails sales figures and 
credit business for August 
Tomorrow: US, manufacture 
teg shi pments , inventories and 
new orders to August West 
Germany, manufacturing new 
orders for August 
Wednesday: US, car sales to 
September. West Germany, vis- 
ible trade and current account 
balance to August UK, hous- 
ing starts ami completions to 
August 

Thursday: UK, personal 
income and expenditure for 
second quarter, new car sales 
to September. West Germany, 
unemployment for September. • 
Friday: US, consumer credit 
for August 
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INTERNATIONAL CAPITAL MARKETS 


EUROCREDITS 


Bankers dissect 
water financings 


IN THE absence of much else 
to talk about, banks seem to 
have spent most of last week 
conducting rigorous post-mor- 
tems on the water authority 
financings. In particular, there 
was plenty of comment on 
National Westminster Bank’s 
handling of North West 
Water's £L5fm facility. 

According to Nat West, the 
deal went smoothly enough, ft 
was completed and signed well 
on tune and a list of 34 partici- 
pants, including underwriters, 
was published last week. Nat- 
West said it concentrated on 


ftyfoerf, speculation last week 
had it that some arrangers sent 
out hundreds of invitations, 
content to do the deal at an y 
gihnin M rati vfe COSt Is a group 
of 34 quality names better than 
75 less well-known names? 

Underneath the internecine 
commentary, there is deep dis- 
agreement with banks divided 
on whether syndicating has 
become harder or easier. On 
the one hand, margins con- 
tinue to be shaved, suggesting 
competition for mandates is 
still intense enough for most 
deals to be done. On the other, 
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INTERNATIONAL BONDS 


Euromarket’s growth rate conceals deeper malaise 


LAST Wednesday morning a 
group of otherwise underoccu- 
pied Eurobond dealers began 
making a market in 10-year 
Yamomoto Steel paper. The 
issue was unusual, attracting 
no controversy over pricing or 
the way it was syndicated. Nor 
was there discussion as to 
whether the company was 
prone to “event risk.” 

But then Yamomoto Steel’s 
issue had been conducted 
under the confines of an ITV 
programme, the first of the 
Capital City series the night 
before. And the fictitious paper 
was just a temporary Aversion 
from the Eurobond market’s 
more pressing occupations. 

At the end of the third quar- 
ter of 1988 the market is out- 
wardly not unhealthy. The rate 
of growth may have slowed 
compared with the first half of 
the year. Of the $L&L9bn worth 
of transactions completed so 
for in 1989, 73 per cent, in 
value terms, was conducted 
before the end of June. 

Given the Inclement condi- 
tions, though, this is not sur- 
prising. The market is proba- 
bly on target for a record 
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Borrowers 
IB DOLLARS 
DaJwa Securities*# 
Takaaago Thermal Eng.4# 
Joban Kosan Co.*#(f) 
Kofcusaf Secs.4 
030 11 NW4M 
Den Dansfca Bank# 

Hitachi Mam W» 

Koa Rra & Marine bn.t 
Kansal InL Airport# 

Riedel Bnv.TedL#Mf 
Malaysia# 

GM8S. Ini NoS# 
Shtnagawa FueM 
Hyundai Motor1AniQrica)#f 
Mitsui Bfc at Canada# 

AUSTRALIAN DOLLARS 
Toronto Dominton(Ai»)# 
CANADIAN DOLLARS 
Bell Canada# 

OesL Kontrolbk.# 

D-MARKS 

Mory Industries Inc.*# 

BHF fin.{Nebiertanda)# 
Shinagawa Fuel* 

Kuroaafd Refractories* 

SWISS FRANCS 

Ftmai Rea. & Dev.**§0 

TeraokaSeteakusho**§#M 

Bank at Fukuoka{i)**§ 
Sanko Senzai Kogyo*-** 
bit InvXoldlniKe} 


Paradoxically, h ow e ver , the 
bald rate of growth figures con- 
ceals a deeper malaise. In the 
latest quarter, concerns about 
overall profitability finally 
erupted into heated debate, 
and some experimentation, on 
how to reform the more recon- 
dite ways cf the primary mar- 
ket and restore some profitabil- 
ity to a vast, but increasingly 
unrewarding, business. 

The latest quarterly rank- 
ings themselves highlight the 
intensity of the fight for mar- 
ket share which is at the heart 
cf all tile current wrangles. 

Once again the Japanese 
bold on the business is evident 
- the big four securities 
bouses having captured 38 per 
cent of the entire market This 
ia mostly, though not entirely, 
because of their grip of the 
equity warrant sector. 

Even with a slight fell-off of 
a ctivit y over the summer, 
equity warrant business now 
accounts for a third of issues, 
compared with 18 par cent this 
time last year. 

Volumes In the rest of the 
market have not held up welL 
A total of 336bn worth of fixed- 
rate dollar bands, for instance. 
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is less than $4bn larger 
this time last year. 

Other staple currency sec- 
tors have actually shrunk. The 
volume of sterling bond issu- 
ance, tie second largest sector 
after dollars, stands at an 
equivalent $l(L5bn for the year 
to date compared with fSGJlm 


12 months previously. There 
have also been fewer D-Mark 
deals - glLZtm worth com- 
pared with H7Jtm in 1968. 

Con ^q m e nth r, almost all the 
non-Japanese houses ace doing 
less business than they were 
last year - in the case of 
Credit Suisse First Boston, 


over a third less. This in itself 
has stimulated some to seek a 
rethink of market practices. 

Meanwhile, Deutsche Bank 
has squeezed itself into fifth 
place in the league table (also 
with less business done than 
last year) courtesy of 9750m 
assigned for Jointly running 
the books on the World Bank 
jLSbn issue - though New 
York, market participants, 
gyrnimg others, would presum- 
ably dispute the accreditation 
to the Euromarkets of the 
entirety of this novel global 
syndication structure. • 
Clearly this World Bank 
bcmd is the paradigm °f the 
trend towards huge, highly 
tradeable issues aimed at insti- 
tutional investors. Across the 
market deals have increased 

dramatically in size in the last 
12 months; coincidentally the 
number of issues completed 
this time last year is virtually, 
the same as *Ma year, but tire 
1969 total to date is another 
j26hn h*g* >pr in value 
The new fixed-price reaffer- 
ing structure aims to accom- 
modate just this Institutionalis- 
ation of the market, and indeed 
was highly successful in the 


case of the World Bank bond. 

But it Is too eariy to see how 
the efforts at primary market 
reform will progress, and the 
novelty value of the World 
Bank issue makes it a particu- 
larly imperfect inedictor. 

The logic implied in the US- 
style issuing^procedures^ 

ieving ^irowers’ tar- 

gets - at any price - and 
catering to tovestors’ wishes, Is 
appealing and hardly novel. 

But borrowers only get into 
the position of being able to 
dictate their price when they 
are courted by a too-plentiful 
retinue of Institutions fighting 
for their business. In the 27 
borrowing days to Christinas 
(a UBS calculation which 
involves remitting the two-week 
run-up to the festivities and 
days with major US economic 
releases) it wifi be semi how 
realistic is . the ambition to 
reassert a level of p rofit a bilit y 
by changing syndicati o n prac- 
tices, and now enduring In 
practice is the willpower of 
institutions to resist undercut- 
ting one another. 

Katbarme Campbell 


NEW INTERNATIONAL BOND ISSUES 
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£ 600 , 000,000 

Yorkshire 

YMerb 

Yorkshire Water 


Revolving Credit Facility 

Arranged by 

Credit Suisse First Boston Limited 


Underwritten by 


The Bank ofTokyo, Ltd. 


Dresdner Bank Aktiengesellschaft 

London Branch 


Credit Suisse 


Midland Bank pic 


National Westminster Bank PLC 


Funds also provided by 


The Mitsubishi Bank, Limited 


The Sumitomo Trust & Banking Co., Ltd 


Canadian Imperial B ank of Commerce 


The Mitsubishi Trust and Banking Corporation 


The Sanwa Bank, Limited 
Union Bank ofSwitzerland 
Soci€t£ G4n£rale 

London Brandi 

The Sumitomo Bank, Limited 


Yorkshire Bank PLC 


The Fuji Bank, Limited 
Rabobank Nederland 

London Branch 

The Taiyo Kobe Bank, Ltd. 


Westdeutsche Landesbank Girozentrale 

London Branch 

The Mitsui Trust and Banking Company Limited 
The Toyo Trust and Banking Company Limited 


Banco Central S. A. 

Loudon Branch 


The Bank of Nova Scotia 
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Barir^ Sterling Bonds 

(Foni2eriyBaiiz]g\V31sc«&\\^eftHfd) 

One company, a Gilt Edged Market Maker and 
AEBD Reporting Dealer offering a complete service in sterling fixed 
and floating rate and Euro convertible securities. 


Trading 


Te le p h one 


Renters Page 


Managing Director and 

Head of Trading 

Clive Norris 

m 

283 6612 


Gila 

Shorn 

Mediums 

Longs 

Small business 

Tbny Alderman 
Jeffrey Wilson 
Robert Piper 

David HilBngfwret 
Andy Baker 

283 6611 

283 6613 

283 6614 

638 023 172 
or STX 73451 

Market Comment; 
BWWX 

Short Eurobonds 
(maturities to 1999) 

Pieter farming 
GlenWhlker 

528 7665 

Runners; BWWL 
Main Lise BWWM-U 

Bulldogs 

Debentures and Loans 

Long Eurobonds 
(maturities 2000 and after) 

David Rhodes 
ffcul Grimsey 

528 7665 

BWWB-E 

BWWB-K 

Runners: BWWM 
Main List: 

BWWU-W 

Euro convertibles 

Andrew Cook 
GregHkkfing 

220 7663 

BRGM-Q 

Floating Rate Motes and 
Mortgage Backed Securities 

dare Coleman 
David Bussell 

220 7661 

BRGG-L 

BRGB-F 


Sales 



Head of Sales 

lan Cooper 

283 8833 


General Sales 

United Kingdom 

Overseas 

Jamie TMunian 

220 7660 

2207660 


Specialist Sales 

MonGilcFbced Interest 

Bernard Grundy 

220 7660 



Floating Race Notes and 
Mortgage Backed Securities 


MadcMerison 


220 7661 


Baring Sterling Bonds 

8 Bishopsgafie, London EC2N 4AE 
Member ofAXBD, TS A and ISE. 
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UK GILTS 


US MONEY AND CREDIT 


Investors await base rates outcome Inconsistencies in the dollar drama 


INVESTORS' in- ■ gilt-edged 
seojrtties headed for cover test 
week as short-term ccmsider- 
attons aboa^ifedtog ai»I ti» 
future of base rates as sum e d 
centre T stage la the market’s 
deliberations: ‘ v v..‘- 

Pri3ay*sdevaopments inthe 
money market, where the 
Banfe of England was forced to 
pull its, planned £7oem Tree- ■ 
sury -Bfll tender, amounted to ' 
the set-up for the playingottt 
of the endgame this week. ■ 

Either domestic money mar- 
kets win capitulate and accept ■ 
the Bank’s Wew of base rates, 
or the Government will have to 
bow to fee market's demand 
fra- IS 'per cent interest' rates. 
Ofone -tiring we can be' sane- 
no one can pre^fict the outcome l - 
with any certainty. -■* * • •• • 

The contest w richly tex- 
tured. International develop- 
marts vie wifedomesticeon- 
siderations; in fe nyfetfog - them - 
Is 'difficult and excessive atten- ' 
turn to juafone set of- factors 
could be misleading. 

Rarely has fee market been 
teposeesriiniofsomuchfcnow- 
ledge about official thinking, tt 
is. dear by the. actkns of the 
Bank lastweek feat-fee Gov- 
ernment does not want interest 
rates to. rise. _. t : 

For fee Treasury. the weak- 
ening in the exchange rate 
seen last week does hot repre-.. 
sent a sufficient loosening in 
monetary conditions to war- 
rant a base rate ris& The ster- 
hnginritxended last' week jrist = 
0.2 .points weaker aver the- 1 
week to end at 91.4. 

The last time the market - 


talked' higher interest rates it 
was looking at SM&00 and 90 
on the index as the trigger. it 
is jpossibly unfortunate that 
wife its previous. emphasis on 
the D-Mark fate, the authorities 
nrigeed the op por t un ity of edn- 
eating. '-tin --market to loot: at 
the effective rate rather than a 
simple bilateral rate. 

- Most of last week’s pressure 

‘ for highef fates came' about' 
because of a weakening in the 
B-Mark/sterllng rate. A case 
could be made for saying that 
■ the current- mix of exchange 

- rates (starling strength against 
-the- dollar and weakness 

- against the D-Mark) is ideal for 
' the UK, not only from the van- 

- tagn point o£ trade ■ perfor- 
mance but from infla- . 

r tifin as weH f . 

The contrary argument is 
' that the dollar has been 
depressed, artificially •• by -last 
week’s remarkable -actions in 
’ the foreign' exchanges by -fee 
centraT banks of the Group of 
Seven and friends. A realign- 
ment of exchange rates may 
well see a weaker sfcerhng/dnl- 
lar rate but a stronger stoning/ ■ 
D-Mark rate. That should leave 
the sterling/D-Mark watchers 
with little to complain d 
- ..To- add one more doubt to 
the equation, the reaction of 
.sterling to en expected rise to 

- West German interest rates 
this. week could be negligible^ 
if effixnent market theory has 
anything sensible to say about 

^fheworld/The German money 
market bas : discounted almost 
a fall 1 percentage point rise in 
tize Lombard e m ergency finan- 


UK gate yields 

Restated topar(%) 
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ring rate and that is priced 
into fee currency as welL 

ff a case can be made for 
saying the exchange rate does 
not indicate a need for higher 
interest rates, then the judg- 
ment is finely balanced if one 
looksat domestic indicators. 
Last week's trade numbers 
were awful by any measure 
and as much for what they 
said about July (£2bn) as they 
did about August 

Mr Nigel Lawson, the Chan- 
cellor, indicated as- much in 
Washington last week when he 
noted the current account defi- 
cit was worse than he forecast 
at fee time of fee Budget Few 
of his officials expect the 
^improvement in the current 
account to be anything more 
than slOW. 

Tfaerels alsosmne sympathy 
in the Treasury and the Bank 
for the view that .fee British 
economy is still exhibiting 


signs of robustness that are 
surprising, unexpected and 
unwelcome. Within the Trea- 
sury, the mood has swung 
from a feeling feat the econ- 
omy was slowing rapidly (after 
July’s data) to one where it is 
slowing less rapidly than 
expected. 

The Treasury is also very 
disappointed with the behav- 
iour of MO, the narrow money 
base. It bad expected the 
growth in MO to be either in its 
X to 5 per cent target range or 
heading feat way. 

It is encouraged that the 
August acceleration in MO was 
not carried through to Septem- 
ber but it is stQl clearly disap- 
pointed that annual growth 
adjusted for last September’s 
postal strike still appears to be 
in the SJS per rant area. 

Within rrfnrifll cit ric there 
does not appear as yet to be a 
consensus that interest rates 
need to be raised for domestic 
reasons; A run of indicators to 
September as strong as those 
in August might be enough to 
tip the balance. 

But as the events of this 
week could show, the authori- 
ties may not have the opportu- 
nity to assess September’s 
Hata. If th«» Rank fafla tO hold 

the pound through interven- 
tion (and it has always held 
that it is a short-term mea- 
sure), the Government's anti- 
inflation commitment would 
look decidedly anaemic if it 
failed to respond wife a rise in 
base rates. 

Simon Holberton 
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ARE THE Group of Seven 
finance ministers finally get- 
ting serious about pushing 
down the dollar? After a drop 
of 8% pfennigs, a clear warn- 
ing from the G7 and five days 
Of non-stop official dollar galea 
fee markets feel confident they 
know the answer. That answer 
is “no." 

This paradox has three 
apparent implications. 
Between them these implica- 
tions could settle fee of all 
the worid’s financial markets 

for the months, fln rj pnarihly 

the years, ahead. 

Unfortunately the three pos- 
sible conclusions from last 
week’s currency dramas are 
mutually inconsistent, or at 
least difficult to reconcile. 

The easiest conclusion to 
draw is that investors around 
the world are more irrepress- 
ibly b ullish about fee dollar 
today than they have been at 
any time since 1985. 

Rarely has sentiment been 
so unanimous and so resistant, 
not only to external events but 
even to adverse developments 
within the market 

Consider fee dollar’s unac- 
countable collapse two weeks 
ago, after the best US trade 
and wiflaHon figures that any- 
one could have imagined. Was* 
anybody in fee market really 
frightened? Did the technicians 
start grumbling about reversal 
histograms or possible head 
and shoulders formations? 

Far from it Tim dollar's sud- 
den setback was “explained” 
by some wild rumour about a 
big bank collapsing - or 
maybe it was an appagatnatinw 
attempt on President Bush. 
When traders start reaching 
for rumour mill to explain 
away their losses, the currency 
is usually severely overbought 
Such over-confident conditions 
frequently coincide with a 

major ehanpp. in tr and' 

But if the market conditions 
today seem well-nigh perfect 
for a serious assault on the dol- 
lar, the political will may still 
be lacking. This was the sec- 
ond enrirhwdnn that- could be 
drawn from the G7’s activities 
last week. 

Leaving aside for the 
moment the economic “funda- 
mentals” which may or may 
not justify a lower dollar, the 
finance ministers’ words and 
actions left a lot to be desired. 
While the G7’s communique 
was widely praised for its clar- 
ity and forcefulness, it actually 
suffered from the same inner 


contradictions and ambiguities 
as the pathetically ineffectual 
statement the group issued 
after its meeting six months 
a gn r 

Supposedly there was a cru- 
cial difference between the tiro 
statements. Last spring the 
ministers said fe»* “a rise to 
the dollar or an excessive 
decline” would only be “count- 
y-productive.” 

This time they went a step 
further. Not only did they say 
that “a rise or an excessive 
decline could adversely affect 

world economic prospects,** 

they added that “the rise of fee 
dollar in recent months was 
inconsistent wife longer-run 
fwmnTrpn fundamentals.” 

It was the last phrase that 
officials seemed particularly 
proud of 

At last, fee G7 had found the 
courage to deprecate the dol- 
lar’s present level, instead of 
simply whining about the pos- 
sibility of future disruptive 
movements. 

But while the ministers may 
have felt that they were throw- 
ing down the gauntlet to the 
markets, they still left plenty 
of scope for speculators to find 
comfort in their comments. 
The promise to avoid an 
“excessive decline” in the dol- 
lar was what caused most of 
the migrhtef in the currency 
markets after the G7’s last 
mmmrmlij iiA j in May . The fact 
that the finance ministers 
chose to repeat the promise 
raises some serious doubts 
about their commitment to a 
long-term currency adjust- 
ment. 

For if stability remains a 
higher priority than balance of 
payments’ adjustment., official 
intervention really cannot 
iwflnwing ggrhwnga rates to an 
open world financial system, 
instead, the world is likely to 
see genuine convergence - not 
just in policies but, more 
Importantly, to economic out- 
comes. 

Above all, this will mean 
convergence of infla tion and 
interest rates in all the major 
countries. 

But what policymakers, par- 
ticularly in Germany and 
Japan, still do not seem to 
understand is that fee terms of 
this convergence will be dic- 
tated not by fee traditional 
hard-currency countries. On 
the contrary, fee countries 
with above-average inflation 
rates, large current account 
deficits and low productivity 


wifi be the ones which attract 
investment ftmds. 

This brings us, finally, to the 
third and most important issue 
raised by the clash between 
the markets and the G7 this 
week - “economic fundamen- 
tal*- ” 

On tlug ffa* markets «nd tiy* 
G7 seem totally to disagree. 
For fee finance ministers, the 
fundamentals point to a 
weaker dollar. 

The markets think this is 
exactly wrong. The dollar is 
fundamentally strong. It will 
remain strong until the G7 
back their intervention with 
interest rate realignments, the 
logical conclusion of which 
will be to equalise interest 
rates in the US, Germany and 
perhaps even Japan. 

Who, then, is right about fee 
Awmnpiir. fundamentals - the 
G7 or the markets? 

In a world of long-term cur- 
rency stability, the markets 
would be cleariy right In such 
a world there really is just one 
economic fundamental and 
that Is tiie rate of interest 

But in a -world where coun- 
tries eventually have to reduce 
their trade imbalances, fee 
fundamentals would point in 
the Grs favour. 

The US current account defi- 
cit has now stopped improving 


and is quite likely to start 
growing again in the near 
future. The underlying infla- 
tion rate, excluding the effects 
of recent currency fluctua- 
tions, is much higher in the US 
than in Germany or Japan. 
The growth of US productivity 
is relatively low. 

The surest way to improve 
US trade and productivity pros- 
pects, and wife them the coun- 
try's long-term inflationary 
trends, would be to stimulate 
manufacturing investment 
with a lower dollar and simul- 
taneously raise national 
savings with relatively high 
real interest rates - the stan- 
dard IMF prescription for defi- 
cit countries. 

Such high interest rates 
would be sustainable, provided 
fee dollar returned to a declin- 
ing trend. 

Is this the world the G7 now 
wants to see? Perhaps not But 
just suppose the G7 did switch 
their priorities to trade adjust- 
ment instead of currency stabi- 
lisation. 

This would amount to an 
infinitely greater shift in the 
“fundamentals” than any 
amount of tinkering wife offi- 
cial interest rates in Germany, 
Japan or the US. 

Anatole Kaletsky 
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Much, much more 
than just one of j 
the “Big Four” M 


You probably think ofNIkko Securities as one of Japan’s “Big 
Four” securities houses. But if you think Nikko Securities 
is big only in Japan, we've got news for you. 

Today, Nikko is one ofthe largest securities bouses in the j 
world 1 Our 18-countxy network covers almost every field of / 

financial activity. At the end ofI988, we bad over v \ 

US$260 billion in client assets in custody, equal to 7% of A'v ^ 

the market value of all stocks listed on the Tokyo r------ 

Stock Exchange — and more than the total value \ Hr v \ . J 

of the Paris Bourse or Frankfurt Stock Exchange! 1 SS V' 

We also have some ofthe world's most . FrirosT 5 * fc: X J 

advanced Investment Technology (IT). Our Japan \ technc- ~ 

Index Strategy, the first to apply a quantitative \ . gbes 

approach to the Japanese equities market, is one of ad- 

just a few methods available that can closely track WSS&. 
the performance of the Tokyo Stock Price Index, 
which grew at a remarkable rate of 36.6% during 
1988. Nikko Securities* IT-based products mean- 
while took first, second, fourth, and fifth places for 
performance among all investment trusts in Japan 
that yeai;* helping to swell our IT-related assets to over 
US $28 billion In just three years. JRpj 

In other areas, Nikko and its subsidiaries lead- Pfr.H 

managed 61 debt issues for corporations, supra- IfSBfc 

nationals, and governments in capital markets out- 
side Japan in 1988 alone, and have ranked well in the 
top ten in the Eurobond League for three years running. .-&1 

Certainly, we have what it takes to meet all your 
financing and investment needs. Whatever they are. " W 

Wherever you are 

Nikko Securities. ' 2s 

Isn’t it time you took a closer look at us? 3 
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55 Victo ria S treet, 

London SW1H OEU, United Kingdom 
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The NAto Securities Co^LM 
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Bond Media slithers into the red 


By Chris Sherwall in Sydney 

BOND MEDIA Mr Alan Bond's 
listed broadcasting company 
and owner of Australia’s top- 
rating Channel Nine television 
network, has slithered embar- 
rassingly into the red, suffer- 
ing both an operating deficit 
and large extraordinary losses. 

Figures for the group 
released late on Friday showed 
an unexpected equity-ac- 
counted net loss for the 12 
months to Jane of AS2.6m 
(US$1 .9m), against a A$40Jm 
profit the year before, on sales 
of A$479m, up from A$426m. 

Extraordinary losses of 


A$4L6m worsened the picture. 
Some A$23m came from the 
group’s ill-conceived purchase 
from the failed Rothwells 
finance house of a AglOOm 
“success fee” claimed from Mr 
Warwick Fairfax for the buy- 
out of his newspaper group. 

Another substantial sum 
was lost on the group’s Perth 
television station, which was 
sold after Mr Bond acquired 
the "West Australian" newspa- 
per, Perth's only morning 
daily. Media ownership rules 
disallow cross-ownership of 
media in one city. 


The trading results were 
seen as starts confirmation of 
the financial strains now being 
experienced by Australia's 
commercial television net- 
works. mostly as a result of the 
extravagant sums paid for 
them following the change in 
media ownership regulations 
in late 1986. 

The rival Channel Ten - 
also suffering losses - 
recently changed hands after 
Mr Frank Lowy’s Westfield 
group took a A$400m write-off, 
and there have been sugges- 
tions that Band Media and Mr 


Christopher Skase’s Qintex 
Australia, owner of the Chan- 
nel Seven network, znay have 
to take a similar writedown on 
their broadcasting assets. 

The figures also reinforced 
expectations of a poor result 
when Mr Bond’s flagship Bond 
Corporation and other listed 
companies in his empire repot 
their annual figures. These 
were also doe by Friday, but 
Bond Corporation declared last 
week that it could not meet the 
deadline. Failure to produce 
t hem could lead to suspension 
by the stock exchange. 


Pre-tax reverse at Pioneer International 


By Chris S Harwell 

THE HEAVY cost of Pioneer 
International’s ill-conceived 
minerals expansion was con- 
firmed yesterday when the 
Australian building materials 
and resources group reported a 
disappointing earning s perfor- 
mance. 

After-tax operating profit for 
the year to June rose 6 per cent 
to A$176.2m (US$138m), helped 
principally by a reduced corpo- 
rate tax rate. 

At the pre-tax level, earnings 
were off 74 per cent, despite a 
10 per cent rise in revenues to 
A$3.94bn. 

As expected, Australia’s 
surging domestic economy 
brought strong improvements 
in the group’s building materi- 


als and oil refining and mar- 
keting operations. Together 
these contributed 95 per cent of 
sales and 92 per cent of profit 
before interest and tax. 

But Pioneer’s 42 per cent- 
owned Giant Resources, the 
minerals business it bought 
from Ariadne after the 1987 
crash, reported a disastrous 
A$52m loss plus a A$i06zn 
extraordinary write-off, and its 
directly-owned uranium opera- 
tion also Incurred a loss. 

In a major announcement 
earlier this week. Pioneer 
announced it was disposing of 
all its minerals interests dur- 
ing the current year in aider to 
repay debt and invest further 
In building materials and 


petroleum activities. 

Giant Resources is already 
negotiating the sale of Canar 
rften wftifng assets. 

A separate announcement 
yesterday of Giant’s losses said 
the company had suffered from 
a 30 per cent drop in the gold 
price, which had depressed 
gold revenues by 7 per cent, 
and a 72 per cent increase in 
interest costs because of spir- 
alling rates cm its Australian 

Hollar debt 

The only bright spot among 
Pioneer's minerals activities 
was in wimgrai Mnik, which 
was o n e of its most profitable 
operations. The only disap- 
pointments arno ng its building 
materials operations were In 


Hong Song and Texas. 

Pioneer said its earnings 
were equivalent to 274 Austra- 
lian cents per share, compared 
with 26.4 cents in the previous 
year. The group announced a 
final dividend of 74 cents to 
make a total of 15 cents for the 
year, up from 13.75 cents. 

Pioneer separately itemised 


its equity-accounted results. 
These did not include Giant 
because of the disposal plan, 
and showed a nawml dip in 
profits to AS 179 m from 
AS182&L 

On the stock exchange, Pio- 
neer’s shares were heavily 
traded and rose four emits to 
AS3.04 in line with the gener- 
ally firmer market. 


Ipma clarifies position 
on new-issue disclosures 


By Andrew Freeman 

THE International Primary 
Markets Association (Ipma), a 
trade association which over- 
sees new-issue business on the 
Eurobond market, has told 
underwriting banks that they 
are under no legal obligation to 
disclose how much of a new 
issue has been distributed in 
the primary market. 

The advice follows specula- 
tion that lead managers which 
foil to inform the market of a 
substantial unsold position 
may be in breach of disclosure 
rules under section 47 of the 
UK Financial Services Act. 

Some banks decided to 
inform the market of their pre- 
cise position at the end of syn- 
dication in order to avoid pos- 
sible prosecution for creating a 


false market Notably, Baring 
Brothers declared a £2 00m 
domestic debenture for 
Aflied-Lyons to be only 55 per 
cent placed. 

Ipma’s legal and documenta- 
tion committee met last Thurs- 
day to consider opinions from 
leading London solicitors, 
before concluding that section 
47 did not require Eurobond 
houses to disclose their posi- 
tions. 

The committee noted that 
such disclosure was not tradi- 
tional market practice in the 
primary Eurobond industry. 
However, it reminded members 
that if they did issue a state- 
ment they must not make false 
or misleading c laims about 
their deals- 


Oerlikon-Biihrle expects 
bigger deficit for year 


By William DuHforce in Geneva 


OEBUKON-BUEHRLE, the 
Swiss industrial and arma- 
ments group, forecasts a bigger 
net consolidated loss on Its 
1969 operations than last year’s 
SFrS5-5m ($21 4m) deficit. 

Results in the militar y prod- 
ucts and aerospace divisions 
have been lower than expected 
and will not reach 1969 targets. 
Mr Dieter Bflhrle, chairman, 
said difftr^itigg on the military 
side would have a significant 
negative effect on the group’s 
performance. 

During the first eight 
months group sales increased 
by 2.4 per cent to SFt£52bn. 
Turnover for 1988 as a whale 
amnimtiad to SFt44bn. 

In the non-military divisions, 
which include Bally shoes. 


engineering and welding prod- 
ucts, sales growth varied 
between 8 and 20 per emit 

Oerlikon-Biihrle has been 
waiting for the go-ahead for 
the sale of its Adats guided 
missile system to the US Army 
but the order has been delayed 
by the US Congress. Talks on 
closer cooperation with posa- 
ble partners on the military 
side are deadlocked. 

Last year Oerlikon-Biihrle 
pas sed the shareholders’ divi- 
dend for the third year run- 
ning. It succeeded in reducing 
tiie 1987 net loss of SFrllSAm 
to SFrSSAm and in May Mr 
Michael Funk, manag in g direc- 
tor, was still expecting the 
group to reach the break-even 
point in 1989. 


AIBDto 
back rules 
with stiff 
penalties 

By Andrew Freeman 

THE Association of 
International Bond Dealers 
(AIBD) is to impose stiff fines 
and penalties on members 
which fan to stick to its inks. 

From December 1 members 
will face the ultimate penalty 
of suspension from the associ- 
ation. A suspended firm will 
be ppahia to trade in the UK. 

rtffii»hi« are also consider- 
ing public disclosure of a list 
naming offenders. Hie fines 
range from S9T25 <$1&6) per 
trade for late reporting, to 
SFr 10,000 for foiling to sub- 
scribe to tiie reporting system 
altogether. 

Under the rules of the Secu- 
rities Association (TSA), all 
UK-based members of the 
AIBD have to . report their 
bond trading within 30 initi- 
ates through the AIBD’s 
screen-based Trax trade 
matching and reporting sys- 
tem. 

Mr John Langtan, vice-chair- 
man of the AIBD, said: “Those 
members which have so far 
ignored Trax or refnse to use 
it properly may think they are 
taping ade pt in rir mm wnHTig 
the rules, but we have made it 
perfectly dear that we will 
take a hard line against 
them." 

The AIBD is a designated 
investment, exchange, under, 
the Financial Services AcL 

The fines will apply in 
December, after formal moni- 
toring of the ose of Trax in 
November, aimed at alerting 
non-complying firms to the 
potential scale of their liabili- 
ties. 

On September 4 some 20 
UK-based members, about 10 
per cent of the total, missed a 
final TSA deadline for frill con- 
nection to Trax, and have 
since been in breach of both 
TSA and AIBD repor tin g rules. 
Last May a large number of 
firms missed an AIBD dead- 
line, but were treated leniently 
hrr i i ni r m any tana tana todmt 
cal problems. 

The delay in i l iqu at i n g tiie 
sanctions Is needed to allow 
the AIBD to add computer pro- 
grams to Trax to Impose tiie 
penalties. Technically, under 
its own roles, AIBD is itself In 
breac h of its own exchange 
status. 


Preussag holds merger 
talks with Salzgitter 


By David Marsh In Bonn 

PREUSSAG, the West German 
energy and metals concern, is 
negotiating a possible merger 
with Salzgitter, the state- 
owned steel company, in a deal 
which would produce a group 
with a turnover of around 
DM27bn (S&Shn) and employ 
70,000 people. 

Preussag announced over 

the weekend that talks were 
under way on oomMnfnff the 
two groups, but said that the 
“modalities* of any transaction 
were completely open. 

The Bona Government has 
given the green light to the 
teflny as a means of privatising 
Salzgitter, w hich has profited 
over the past two years from 
restructuring and buoyant con- 
ditions in its mainstream steel 
sector. 


Announcement of a possible 
link comes just two months 
after Salzgitter and the Krupp 
steel company said they were 
putting on ice plans to link 
their activities. A merger 
between Preussag and Sakgfc 
ter - which are both head- 
quartered in the northern state 
of Lows' Saxony - might he 
politically more simple to 
implement than a tie-up 
between Krupp and Salzgitter. 

Preussag said that a merger 
would allow the two companies 
to pool forces, particularly in 
environmental protection and 
other such diversified fields as 
electronics and information 
technology. It justified the 
talks as an attempt to give the 
companie s the scale to compete 
effectively in the European 


Community's post-1992 "stogie 
market” 

The Bonn Finance Ministry 
has been seeking ways for 
some time to divest its stake in 
Salzgitter. Lack of success so 
far represents an embarrass- 
ment in view of the Govern- 
ment's pledge to carry forward 
its privatisation policies. 

The financing of any take- 
over deal, however, would pose 
a challe nge in view of urm- 
tainties still facing Ptenasag's 
eandnga. Preussag has fitted a 
number of setbacks from foil- 
ing natural gas and non-fer- 
rous prices in recent years, but 
managed to resume dividend 
payments for 1988 for the first 
ttnw since 1985. A higher 
out for 1989 than 1988’s me 
DM5 a share seems likely.' 


Italian insurer plans reshape 


By John Wyles in Rome 

LA FONDIARIA. the 
Florentine insurance 
controlled by Mr Raul 
ni’s Ferruzzi Group, has 
announced a broadly-based 
corporate restructuring, 
together with moves to raise 
about L550bn ($403m) of fresh 
capital. 

Mr Alfonso Scania, manag- 
ing director, saidattbe week- 
end that the new structure 
would aid Fondiaria's develop- 
ment and could add banking to 
its current insurance and 
financial services businesses. 

Fondiaria will vest most of 
its insurance activities and 


property holdings - worth, at 
current values, about Ll,400tm 
- in its ftafta operation, whose 
name will be changed to Fondi- 
aria Asaicurazione. The overall 

ho lrffnp company WiH handle 
reinsurance activities for the 
and will he quoted' on 


Fondiaria SpA, alongside Fon- 
diaria As st curaztone. ■ 

Italia's capital - will be 
increased in two phases: the 
first fry a one-for-four issue of 
10m shares to raise LlOObn 
from ertaHwg shareholders, 
and tbe second by an issue of 
548m shares reserved for Fon- 


ctiaria SpA in -recompense for 
tiie assets transferred. 

The Milano insurance com- 
pany, controlled by Fondiaria, 
win also put its 38.03 per oent 
of Italia behind a c o n verti ble 
band baked to warrants carry- 
ing Italia stock. These will be 
offered to existing sharehold- 
ers on a one-for-one basis, in 
an exerdse expected to raise 
L450bn. - 

Fondiaria Assicurazione will 
rank about fifth in the Tt-allan 
insurance league, with 
Li.SOObn of premiums, 
I2,400bn of technical reserves 
and 650 agencies. 


US junk bond issues decline 


By Anatofe KaleZsicy in New York 


THERE WAS a sharp drop in 
US junk bond issues in the 
third quarter, as credit prob- 
lems in the high-yield bond 
market deterred potential 
Investors. Wall Street invest- 
ment banks were partly com- 
pensated for the declining junk 
bond business by a significant 
rise in issues of investment- 
grade corporate bonds, but 
underwriting fees were still 
sharply lower than a year ago, 
cm balance. 

These were among the main 
conduskms of the latest quar- 


. terly ranking of Wall Street 
underwriters published by 
Securities Data Company, 

The league table of US 
underwriters appeared to 
reflect these structural 
changes. Goldman Sachs 
topped the list of underwriters 
in the third quarter, after rank- 
ing second in the previous two 
quarters. Merrill Lynch, which 
had led Wall Street in tiie year 
to date, was the second biggest 
in tiie quarter. 

While Brexel Burnham Lam- 
bert continued to dominate 


junk bond market, its abate of 
high yield bond issues fell to 
42.7 per cent, from 49 per cant 
a year ago. 

A . total of $7Llbn of securi- 
ties was issued in the US in the 
third quarter, a rise of 10 pa* 
cent on the $64-7bn sold a year 
ago. Investment grade debt 
issues rose 11.6 per emit to 
$61-6bn, while junk bond and 
equity offers declined. Only 
$6.lbn of new equity was sold, 
down 20.1 per cent on the year 
before. Junk bond issues fell 
242 per cent to $6-33bn. 
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Your Direct 
Investment Link 
with Japan 



Chuo Securities, the oldest member of the Tokyo Stock Exchange, is 
expanding its representative office in London by establishing a 
subsidiary company, Chuo Europe. 

This development reflects our desire to enhance further our 
reputation among foreign investors and to meet client needs through the 
provision of superior service and advice. . . 

Backed by a highly sophisticated research department, Chuo 
Europe now offers diems throughout Europe a comprehensive range of 
services including underwriting, as well as trading in Eurobonds, 
convertible bonds, warrants and Japanese equities. 

Together with a rather special insight and knowledge of the 
Japanese market, Chuo Europe is more than ever your direct 
investment link with Japan. 

Call us for more information. 

CHUO EUROPE LIMITED 




Mr K. Komiyama, Managing Director 
Chuo Europe Limited 
74/78 Finsbury Pavement 
London EC2A 1 AT 

Tel: 01 638 7050 Fax: 01 638 7058 

Cbm Europe Limited b a member ofTSA 





Vi « 1 ' •' ••: •-'••• :■ .. , r - 

• j -• • - • ..; -• . .. 

' : *.:■■. i-:-. -: '• '_••••' ■; *. • 


.- -vg$a |j j fl jj •" i - •-•-J 
’ .-: ! _••>.'*" vA •-. ' •• :: ; -s. 


s 


?* fc.‘ 

.j 

-f i Vs 

-*i £:*•• 


*■1? \ 
:»• . o 

- >s' 


i? 

■ * . %. 


UK COMPANY NEWS 


in £15m 


By John Ridding. - 

HOSTHiITIES between .two 
Channel Island, publishing 
groups havebroken out follow- 
ing a £14.&n afl share- bidby; 
Gallon Cbnup^theJersey-based 
newspaperand magazine pab- 
tiKhmg company-.forGuerasey 


Island publishers 
takeover battle 


River & Mercantile 
offer oversubscribed 


Guernsey Press has rejected 
Gniton’s approach as “unwel- 
come and unsolicited.” Mr Ken 
Rowe, chainnan, said that "if , 
successful, the bid would 
remove, control of " the 
Mand'ff only newspaper to Jer- 
sey.” • • r ' 

But accc^diiig to Mr Frank 
Walker, managing director of 
Gfoton Group, “the proposed 
merger; represents alogfcaT 
step in the development ,of 
both companies. "They: have 


highly wqnplpnwnl-a r y QCttvt 

ties." 

Guiton argues that growth 
prospects fen* channel Island 
companies sire currently con- 
strained by local economic pol- 
icies; The- merged companies 
would create a group of suffi- 
cient size- to expand into exter- 
nal markets. . 

Both Guiton Group and 
Guernsey Press publish the 
sole newspaper in their respec- 
tive islands. In addition to pub- 
lishing the Jersey -Evening 

Pnstj whi rh tyre a daily rirmla- 

tianof about 25,000 copies, Gtd- 
tou Group has interests in spe- 
cialist magazines and 
newsagents. 

In 1968, Guiton Group 
achieved pre-tax profits of 


Sherwood advances 36% 


TAXING IN Dentex, acquired 
early this year, -the Sherwood 
Group lifted its pre-tax profit 
36 per cent hi the half year 
ended June 30L 
This USM-quoted maker of 
ladies underwear and. nigh- 
twear, and children's wear 
achieved £4. 14m, . against 
£3 -05m, on turnover 52 per cent 
higher at £32Ain r against 
£2L96m. - 


Mr David Parker, the chair- 
man, said all companies per- 
formed satisfactorily, espe- 
cially Dentex. He anticipated 
the latter making a significant 
contribution for the year. 

Ife looked forward to "a very 
positive" second hail 
Earnings were X9.1p (18gp) 
and the interim dividend is 
raised to 2.3p (l.6p) on 


BOARD MEETINGS 


1 I'l.ilj Ji l 3.'. |ImmJ 
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Yorkshire riitemario nfll finance B.V. 

£75,000,000 

Guaranteed Floating, Rate Notes due 1994 
Guaranteed on an unsubordinated basis by 


YorksMroBankpLC 

In acciMtknoe with tbepwm rio m of d>eNo«», Nonce whereby 
■g n» dutfer tbethreemanth period Sepnaiber 29, 1989 to 
December -29, 1989 Ae ■ Note* carry *n mtcrat rate .of 

14.9375% per enninn , rw«hacoapoae ii> o mit of 0 86. 2 1 pertSJOO 
Note; - ' ‘ • ’ 

ANatWestCapftal Markets Limited * 

. AfeatSttdi 

- . _ . _ , , J'W ■ ■ ' 


Scandinavian 
Finance B. V. . 

. (Incorpon^dmAeKeAoiands 
wdi bmSnt kob&ty) 

£20,000,000 , ;/ 

Sterling Floating Rate 
Notesl990 

Guaranteed on a aubahfliiidiBd 
bans by '. 

Scandinavian 
Bank Group pic 

En&mdmtk tbmudBatiSly) 
For tbe three months 
29th Septembe». 1969 . 
to 29th December. 1989 
Itat na of tmnatiiar boon Vndat 
. IBM par com and the lnw«a paysbto on 
■ Hwfatenaralnin wr e n an ed na . ' 
28da December, 1068 againai 
Coupon No, 38 wfll ba £37 Jt. 
AgenlBulc 

Morgan Guaranty Trust Company 
.London 


C0UATERAL1SED MORTGAGE 
SECURITIES (Nol 1)PLC 

£210,000,000 - • : r 

CLASS Al, A2A A3 
• - £14,700,000 CLASSES* 

MORTGAGE BACKED NOTES 
• DUE 2016 

R»r Ibe nuenst period 2SM> Septanbo^ 
. 1909 ro 29th December, 1989. The 
1. Ows^A’ Note* w* bear nacrat .. 
.. aa faflaws- 

CLASS A1 at 14.96498% per mum 
.CLASS A3 at 1946208% .per nmwn 
CLASS 'A3 at 19.06498% peTmuan 

. .'Animat payable per £10.000 Note 
-1- ... eo29ih December. 1989w» 


CLASS A1 at £373.09 ' 
CLASS A2 at £37337 
CLASS A3 ac £373 J8 

Tbo CLASS ‘B’NOTES wM bear 
hint* M 15.71458% per annum. 
Interest payable on 10th January, 
1990 vU amoant to £391.79 
per JUOJOOO Note. 

' 'Agent Bank: 
hfc<s*n OoaraMy Tract 
C wnpm yrfNegYnrt 



FU31FOTOFBLM CO. UTD. 

4%% Convertible Bond 
loan 1983 doe 1993cariginalty 
amounting to 

;Dfis. wo.ooo.ooo,- 

Tbe undersigned, trustee for 
abovementkmed loan herewith 
announces that due to tbe free 
distribution of new. shares of 
ca mmq testodcof the com p anR 
the conversion price has been 
adjusted into Jap.Vfen 2-214,2 
per share of common stock of 
the company effective as from 
October 21, 1989, inclusive. 

DE TWENTSCHE 
TRUST-MAATSCHAPPIJ 

, •• .. . . • N.V 

Amsterdam, 2nd October 19$9 


floatingRate Notesc3hiel993 

In accordsace with- the pfovkums of die Notes, notice is 
hereby given that the Rate of Interest for the three month 


ryj . rjTTj n .. 


par annum. The interest accnnpg tor such tbree month penoa 
wiQ be £361^1 per £10,000 Bearer Note, and £3615.07 per 
£100,000 Bearer “Note, on 28th December 1989 against 
presentation of Coupon No. 5* 



£L66m, an increase of 19.7 per 
cent, on sales of tftm. The 
company forecasts that in the 
current year the total dmdend 
will be raised by 19 per cart to 
5p. 

The Gufimsey Press, whose 
daily paper has a circulation of 
about 16,000 copies, saw pretax 
profits foil from £1.03m to 
£738,000 in the year to the end 
of February 1989. 

Guiton already owns 24 pa- 
cent of Guernsey Press’ shares. 
It Is offering i<e of its own 
shares for every 100 Guernsey 
Press shares. Guiton shares 
currently stand at 250p and the 
offer values each Guernsey 
Press share at 255p, compared 
with its current price 
of 200p. 


Clondalkin at 
I£3.7m midway 

Clondalkin Group, based in 
Dublin mid engaged in printing 
and packaging manufacture, 
increased its profits by 
1X676,000 to I£3.65m (£3-2m) 
pre-tax for the opening six 
months of 1969. Sales for the 
period rose by I£9ni to I£61m. 

After tax of 1X805,000 
(IE742.000) earnings amounted 
to 6^p (5^2p). The interim div- 
idend is b eing lifted to L4Sp 
(L347P). 


By Sara Webb 

RIVER £ Mercantile, the fond 
management group, said that 
the offer for shares in its Extra 
Income investment trust was 
30 per cent oversubscribed 
when it closed on Friday - 
despite what it described as the 
present “very bearish invest' 
ment dnnate". 

The investment trust has 
appealed to investors partly 
because of its Personal Equity 
Plan ties, which enable inves- 
tors to receive income or capi- 
tal gains tax free. Over 70 per 
cent of the applications for 
ordinary shares in the trust 
were accompanied by applica- 
tions to plac e the shares in. one 
of two PEPs managed by the 
group. 

Normally, pri vate investors 
who take out a PEP are only 
permitted to have half of their 
£44300 animal nimmimm allow- 
ance in an inv^wt F*^ 11 * trust or 
unit trust However, River & 
Mercantile found a loophole in 


the PEP regulations, allowing 
investors to transfer up to 
£4^00 worth of investment 
trust shares into a PEP 

instead 

The loophole exists because 
investors are free to transfer 
shares from new issues into a 
PEP, provided this occurs 
within 30 days of the allocation 
date. The concession was intro- 
duced by the government with 
privatisation issues in mind. 
However, as investment trusts 
have shares quoted on the 
Stock Exchange, the launch of 
a new trust qualifies as a new 
issue. 

River & Mercantile forecast a 
gross dividend yield of 10 per 
cent for the trust in the first 
year. It said that in view of the 
fact that the public offer for 
£7 -5m worth of shares was over 
subscribed, preference would 
be given to investors who 
wanted to place their shares in 
a PEP. 


THE B.A T INDUSTRIES 
DEMERGER PROPOSALS 

What do they mean 
and how do they affect you 
as a B.A .T Industries 
shareholder? 

Call free, any time on 



Swallowfield margins rise 


Swallowfield, the USM-quoted 
mafegr of toiletry and house- 
hold products in aerosol form, 
improved its margins in the 24 
weeks ended June 17, and 
thereby lifted its pre-tax profit 
from £886,000 to £L13m. 

This 27 per cent growth was 


achieved on turnover ahead 13 
per cent to £75m (£8.7m). Earn- 
ings worked through to 7.6p 
(6.7p) and there is an interim 
dividend of 2J2p. 

Mr Terry Organ, chainnan, 
s$rid the half year was much in 
Une with expectations. 


BAT, 



Hit Dkeaus etBATtodushiu pl£. Mb the taxation at S*U*k Wantag, nto it also j dhxtarpt 1 ftsttseMtf HotSnes pic, or» of ttm 
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inhma&*t contained la ottoathtutuanenL These Dkectorscon6rmttul to Ok best o/ffertoiowfecKe and bdief ffiamgtalunjB irasonoble cae to 
ensue tool snefc a But case) the r^xmaatan amtsmed n the xtoertaaiten) sai acconttnce mth the Ixts ami does net ant jnftiwig fkely to affect 
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ut business is safeguarding yonr 
success for your successors* 


28th September ®89 


London Branch 
Agent Bank 



ONLY you know how hard-won your success 
has been — too hard-won to see it dissipated either 
in your or your children’s lifetimes. 

At Lloyds Bank International Private Ba nk in g , 
we have an outstanding reputation for effective 
international tax and inheritance planning. 

We plan and implement a secure package for 
you and your heirs in. strict accordance with 
your wishes. 

Private Companies, Trusts and Foundations 
are among the vehicles we can use to minimise 
your tax liabilities, preserve your capital and thus 
safegu ar d you and your family’s future. 


YOUR PRIVATE BANK 

Through a personal advise^ your account execu- 
tive, you will have access to all the skills and 
experience of a banking team represented in 40 
countries, with contacts everywhere in the world. . 
Nowhere will you be assured a more professional, 
discreet, efficient and personal service -worldwide. 

To find out more, please contact: 

Julio F. Rodriguez-Rolenson, I Place Bel-Aii; 
1204 Geneva, or telephone (41-22) 20.86.ZZ. 


Lloyds Bank 
Inteniational 
Private Banking 
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40% show 
interest in 
Ferranti 
demerger 

By Terry Dodawortfi 

ABOUT 40 per cent of the 
shareholders in Ferranti, the 
beleaguered. UK defence group, 
have expressed interest in a 
rescue plan based on demerg- 
ing the existing company, 
according to Hill Samuel, the 
merchant bank which has 
helped design the scheme. 

Hill Samuel and Its collabo- 
rator, the Glasgow-based Mur- 
ray Johnstone fund manage- 
ment group, have written to 
the Ferranti board asking for 
financial information so that 
more detailed plans can be 
drawn up. 

Mr Christopher Baker, corpo- 
rate finance director at Hill 
Samuel, said at present, the 
plan has had to be sketched in 
without the benefit of access to 
Ferranti’s divisional manage- 
ment accounts on which a con- 
crete proposal would need to 
be based. 

Mr Baker said be believed 
the Ferranti board should see 
that the scheme is “property 

and fully examin ed" given the 

support it has received among 
his institutional shareholders. 

The letter, sent to Ferranti 
on Friday, when the company 
announced that it would have 
to write off £185m because of 
suspected fraud, outlined a 
three-point plan for recovery. 

Under stage one, Ferranti’s 
naval and avionics activities 
would be brought together in a 
newly organised company and 
spun off from the existing 
group to leave shareholders 
with holdings in two separate 
companies. 

These naval and avionics 
operations, mainly based in the 
UK, would then be merged 
with another UK defence group 
to form an organisation with 
sales of around £800m a year. 

The Hill Samuel/Murray 
Johnsto ne bag held talks 
with Thorn EMI on a possible 
deal to merge Thom’s defence 
business with Ferranti’s. 


Birmingha m Mint warning 
as electrical side struggles 


By Andrew Bolflsr 

BIRMINGHAM MINT, the coin 
and medal manufacturer which 
has diversified into electronics 
and engineering, has warned of 
a s ubstantial drop in first half 
profits. Its shares fell 28p to 
134p on Friday. 

In the comparative sis 
months ended September 30 
1988 the group made £1.62m 
pre-tax. 

Main difficulties were in the 
electrical components division. 


which makes contacts for 
switches. Over the past few 
months 60 people have been 
mate redundant at the Shef- 
field factory. 

The company also 
announced the appointment of 
Mr Harry Balmer as group 
manag in g director. Mr Colin 
Perry, who was chairman and 
chief executive, will continue 
as executive chairman. 

Mr Perry said most of the 


troubled division’s output went 
into bousing, DIY and electri- 
cal appliances: “That's our 
market - its the worst to be ta 
at the moment Most of our 
customers are destocking.” 
The company said order 

deferrals in the mintin g busi- 
ness had. cut sales and its 
Nevto companies, which make 
electronic display parts, had a 
weak first half, although 
orders had now picked up. 


British Syphon £23m disposal 


By Andrew Hill 

BRITISH Syphon Industries, 
the industrial holding company 
in which Mr Nathn Ram Puri 
holds a 25 per cent stake, has 
sold its paper znerchanting 
interests for about £23.1m cash, 
including the repayment of 
internal loans. 

Three companies - Fyne 
Papers, Bennett Paper Sales 
and a 75 per cent stake in Wil- 
low Paper Company - have 
been sold to Ariomari-Prionx, a 
quoted French paper making 
and merchantins erotro. 

Arjomari, which bonght 
another UK paper wholesaler 
last year, paid £10-21m for the 
companies’ equity, £2.9xn for 
freehold properties and repaid 


£10m of internal loans. 

The paper mercbanting 
interests represent £44m of 
British Syphon’s £l60m annual 
gqips anij generate profits of 
about 

British Syphon is in the 
strange position of having 
launched a management buy- 
out last November, only to be 
prevented from going private 
by Mr Puri. He and bis private 
industrial group, Melton 
Mates, held on to about a quar- 
ter of British Syphon's shares. 

Mr Janies Phupotts, Melton 
Medes’ chief executive, said: 
“We welcome anything that 
reduces borrowings at British 
Syphon. The deal see ins to 


endorse our view that the buy- 
out price was too low. 

Mr Bryan Morrall, British 
Syphon’s chairman who led the 
buy-out gairi there was 

no possibility of the group try- 
ing to buy Mr Puri’s- minority 
h olding . The buy-out team 
holds .about 70 per cent of Brit- 
ish Syphon and the balance 


heinwg s to smart shar eholders. 

British Syphon did not rec- 
ommend a final dividend in 
March - the first figures after 
the buy-out went uncondi- 
tional - and is unlikely to 
declare an interim dividend 
when the half-year results 
are in the next fort- 

night. 


Atlantic Securities 

Gross income of Atlantic 
Securities Trust totalled £l .21m 
(£470,000) for the six months 
ended June 30. Pre-tax loss 
emerged at £80.000 (£432,000) 
after interest payable of £i-2im 
(£842.000). 


Ifico falls by 
nearly £lm 

Problems in the property 
trading subsidiary, Fairview 
Securities, now disposed o C led 
Ifico to a setback in profits 
before tax of £866,000 (£L17m) 
for its continued businesses 
and of £L3m (£831,000) for dis- 
continued businesses, malting 
£2. 17m (£3m) for the year to 
June 30. 

The disposal of Fairview 
resulted in an extraordinary 
loss of £5.1m. 

The claim against the com- 
pany by its principal share- 
holder, CRC International 
Finance, had an adverse 
impact on efforts to secure the 
group’s future by flc qniaiHnng. 

Group turnover was £lL76m 
(£lL89m). After tax of £85^000 
(£1.31m) and minorities of 
£142.000 (£126,000) earnings 
emerged at 4^9p (&65p) per 25p 
ordinary. The single dividend 
is 05p. against a total of 4p. 


Conrad Conti downturn 


CONRAD CONTINENTAL, 
which riocigns nnH coTin leather 
clothing 1 and tohinw accesso- 
ries, suffered a drop in pre-tax 
profit from £516^)00 to £303,000 
in the first half Of 1989. 

Furthermore, in the third 
quarter the group had been 
affected by the warm weather 
and high interest charges, and 

those im ftt wm raKla iwniHtinnn 

were expected through to the 
year-end. 


Including Andrea Paul lin- 
gerie, turnover in the half rose 
23 per cent to £52fim (£4. 75m). 
But the profit suffered from 
the impact of finance costs aso- 
dated with that acquisition, 
and filA ripfeyreri ran^ripi-atinti 
payable for Continental Tex- 
tiles. 

Earnings were L49p (254p) 
but the interim dividend is 
maintained at lp, payable on 
December 1. 


Scott’s Restaurant in the black 


Scott’s Restaurant stayed in 
the Madi in the first half of 
1989, pr oducing a pretax profit 
of £427,000. That included the 
disposal of surplus wines from 
Mirabelle Restaurant, which 
was sold last year. 

In the 1988 half year the 
group incurred a loss of 
£554,000, being hit by the P oar 


trading at Mirabelle. By the 
and of the year the ri»iii*it was 
reduced to £420,000. 

Turnover far the past half 
year came to £3.4m (£3.lm). 
Earnings were 53.88p (1ms 
10A36p). Borr ow i ogs were fur- 
ther reduced — helped by the 
sale of 200.000 shares in Wem- 
hfey. 
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T unstall to 
make further 
Ademco 
provisions 

By Clay Harris 

SHARES IN TunstaH Group 
fell 32p to 23Sp on Friday after 
the security equipment maker 
said it would have to make a 
further £1.6m in pro visions 
against tdnrV# ami closures at 
Ademco, its rhate of distribu- 
tion centres. At the interim, 
stage, - Tons toll wrote off 
E544JW0 above the line against 
Ademco. 

As a result, profits for the 
year to September 30 would be 
"significantly tower* than the 
£4jS5m reported in 1987-88. 

Tuns tall also, said it had 
established “certain discrepan- 
cies” totalling £360,000 
between book and actnal stock 
levels at Tann-Synchronmne, a 
manufacturer of fire and 
intruder alarms. fix bought far 
£L9m in 1988. 

Unlike the Ademco provi- 
sions, which will hit the profit 
aid loss account, these win be 
taken as an adjustment 
against the value at which 
Tann -Synchro nome w 

brought into fhe books. 

Txmstall said its core busi- 
ncsres were co iitinufu g to per- 
fiii wi strongly. 


Audio Fidelity 
costs warning 

By John Ridding 

Audio Fidelity, the sound 
e q uip m e nt and r«pf»ww«i- prod- 
ucts group, has warned that 
extraordinary and exceptional 


costs have been incurred in 
the second half of -the financial 


year to the end of June 1989. 

The company did not specify 
the losses, but said that they 
resulted from the planned do- 
sure of loss-making subsid- 
iaries and from farther write- 
offs. In the first haw; the com- 
pany reported losses of JX34m 
before tax. 


Copymore midway 
deficit at £346,000 

Copymore, which distributes 
and services office automation 
e quipm ent and is quoted on 
the USM, ran up a loss of 
£346,000 for the first half of 
1989, but Is expecting to 
return a profit far the full 
year. 

At tiie beginning of June the 
directors warned that the 
result would be just shut of 
break even. The loss -stemmed 
from gate of SlijBmi against 
the 1988 profit of £709,000 on 
turnover of £7-2m. , .. 

Main cause of the disap- 
pointing half year was the 
principal subsidiary, where 
sales growth foiled to match 
the p ro g rammed expansion of 
fixed costs. 

Loss per share was 2. Ip 
(earnings 42p). The interim 
dividend Is again (L8p; after 
waivers received in respect of 
nearly 80 per cent of the capi- 
tal the cost is £17,000 
(£87,000). 


FT Share Service 

The following securities were 
added to the Share Information 
Service in Saturday's edition: 

Carlton Communications 
Convertible shares (Section: 
Leisure). 

Fluor Corporation (Ameri- 
cans). 

ISS-Intemational Service 
System AS B (Industrials). 
Meritfia nOfl (Oil & Gas). 
Murray Enterprise OriL and 
Zero Conv. Uns. Ln. 1994 
(Inv e st m e n t Trusts). 

Oliver Group Ord. (Drapery 
fit Stores). 



Corporation No 1 Pic 
£175,000,000 
Class A- 1 
£25,000,000 
OassA-2 

Mortage Backed Floating 
Rate Notes 
March 2020 

Rjr (he interest period 29tb September, 
1989 io 29th December, 1989 the 
Qass A-l Nows wffl bear interest 
at 153% per annum. Interest 
payable on 29th December, 1989 wS 
amount to £3.814.52 per £100.000 
Note. The Class A-2 Notes wffl 
bear interest at 153% per amn ia. 
Interest payable on 29th December, 
1989 will amount to £336438 per 

£ 100.000 No«. 

A«att Barak: 


Company New York 
Landau 


HMC MORTGAGE 
NOTES I PLC 

£150,000,000 

Mortgage Backed Hoattog 
Rate Note 
Jane 2017 

For (be interest period 2 
September. 1989 tt> 29th December, 
1989 the Notes sail bear iattren ■» 
1514% per annora. Interest payable 
on 29th December. 1989 artll amount 
to £3,770.89 per £100.000 Note 
Age* Bank: 

Mo,** Garay Tram 

rrfNewYefk 


Takeover Pane! asks Twigrealm 
to clarify recent bid circular 


By John Ridding 

TWIGREALM, the 
newly-formed company which 
is currently involved in a bid 
batite for control of Meat Trade 
Suppliers, the sausage casing 
and butchers’ sundries com- 
pany, has been asked by the 
Takeover Panel to clarify some 
of the points contained' in a 
recent circular : attacking 
revised ' proposals froth its 
opponent . 

ft is competing for control of . 
MTS with Alpha Gamma, a 
property development com- 
pany which is proposing an 
agreed reversal into 
MTS. 

Twigrealm now. states that 

the revised proposals Involve 


an increase in the consider- 
ation for Alpha Gamma of 
£268,800 and that the consider- 
ation exceeds the adjusted net 
asset value of Alpha Gamma 
by £300,000- 

MTS’s proposed total consid- 
eration for Alpha Gamma is 
£12-55m with a simultaneous 
partial offer by Alpha Gamma 
of 372p for two out of every five 
MTS shares. 

Twigrealm is offering 350p in 
cash for every MTS share, 
valuing the latter at 
£9.18m. 

The Panel also asked Twi- 
grealm to draw shareholders* " 
attention to the fact that its 
comparison of the cash value 


of the Twigrealm offer and the' 
revised partial offer ' from 
Alpha Gamma might create a -. 
false impression. ' . -’ v 

This is because an assess-", 
ment of the; realisable market-'! 
price of the MTS Shares'.-- 
retained under the revised pro- 
posals is difficult given that: ' 
MTS shares ' are currently 
suspended. -■■■■• 

However, Twigrealm 
repeated its argument that ff 
MTS shares are valued at toe 
pro forma net asset value of - 
275p per share contained in a 
MTS circular to sharehoWere 
then the Twigrealm offer still 
represents a premium of 1L5 
percent. 


■ r A 


French gronp 
reduces stake in 
S Staffs Water 

By Andrew Hilt 

Compagnie Gdn&ale des Eauz, 
France's largest water sup- 
ptier , has reduced its stake m 
South Staffordshire Water- 
works Company to avoid hav- 
ing to make a foS lad for the 
group. . 

South Staffordshire, one of 
29 statutory water companies 
inthe UK, is about to redeem a 
tranche of stock which would 
have left Gdndrele holding 
more tfaan'30 p6r cent of the 
statutory company^ 

Following last week’s dis- 
posal and after redemption. 
General Utilities, Gdndrale’s 
UK subsidiary, will hold 2999 
per cent of South Stafford- 
shire’s voting stock. 

-• G&teale .also controls four 
Statutory Water wwnpanW and 
has atgnffteant stakes in four 
more. 


Property sale lifts 
Cap and Regional 

Taking into account a a im 
profit on the sale of the Com 
Exchange, Manchester, pre-tax 
profits at Capital and Regional 
Properties, jumped from 
£61Sffl5 to £299m in the six 
months to June 24 1989. 

Operating profits for this 
USM-quotad commercial prop- 
erty i n wftstmpwt company fell 
from £302,794 to £211,461. The 
interim dividend is lifted to 
<L3p (0.2p) and earnings per lOp 
share advanced to from 4.4p to 
2K57p. 


GPG £3.2m realisation 


By Andrew Bolger 

GPG, the rump of the Guinness 
Peat Group, said it had realised 
an investment in a company 
listed on the Stock Exchange 
for net “proceeds of £3 .2m. ' 

The book value of the invest- 
ment, which GPG would not 
identify, was £4.4m. Income 
from the investment amounted 
£60,000 pre-tax in the year to 
September 30. 

GPG also thaf an 77 th- 
hour attempt by Lord Kissm, 
founder of the financial sec- . 


:S0 


vices group, to block the sate 
to management of three busi- 
nesses had foiled to meet Fri- 
day’s deadline for alternative 
proposals.' 

GPG, which is 61 per cent 
owned by creditor banks of 
Equitcorp of New Zealand, is 
gallin g Fen church, its insur- 
ance-broking arm; Forstmann* 
Leff Associates, its New York- 
based fond management com- 
pany; anti GMCC, the holding 
company for US operations. 




Barr sells Taveners stake 

By Andrew Bolger 


TAVENERS, the Liverpool 
confectionery maker, said the 
29.9 per cent stake held by AG 

Barr , Glasgow soft d rinks 

company, has been sold to Karl 
Fazer of Finland. 

' Fazer is one of the largest 
manufacturers of chocolate 
and sugar confectionery prod-, 
ucts in the Nordic countries, 
Taveners’ principal export 
market. 

Taveners said it and Fazer 
pbmnpd to set up joint techni- 
cal *nd marketing agreements 


in Scandinavia. . . 

No financial details of the ■- . 
deal were revealed. .Barr, 
maker of Era Bru and Tizer, 
paid £4&UXX) when it bought 
the Tavener stake in Septan- - 
her 1966. 

Barr also lent Taveners 
£390,000 in return for an unse- 
cured loan note, pasting 10.5 
per cent, and convertible in 
1996 into Taveners shares at ^ 
8Gp per share. Barr has agreed 
to grant Fazer an option to -r 
purchase the loan note. . t. 
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CQUAZEBAUSH) MORTGAGE 
SEOJRnHS(fte.2)PU: , 

■ £2SO/WQ/)00 QLASS A . . 
£18820,000 GLASS B 
MORTGAGE BACKED NOTES 
DUE 2026 . 

Fx the afloat period 29th SqManbec 
1989 to 29th December: 2989. tiro 
das A Notet win bear interest 
at 1544458% peranum. 
Amount payable per £10,000 Note 
oo 29tb December, 1989 win 
amxtnt to £375.08 per aamaa. 

Tbe CLASS V NOTES w* bear 
■Merest at 15.71453% per antiom. 
Interest payable on 29th Doocnbec 
. 1989 w3 amount to £391.79 
per £10/100 Note. 

Agent Bank: 

- Morgan Goaroty Trust 
Company of New York 
London 



MITSUI & CO. FINANCIAL SERVICES 
(AUSTRALIA) LTD- 

AS50,000,000 

Guaranteed Floating Rate Notes Due 1992 
Unconditionally guaranteed by 

MITSUI & CO. (AUSTRALIA) LIMITED 

Noficois hereby given that the Rcrte of Interest has boon fixed at 
1 7.9392% pa; anJAattfio mfetest payable on 1f» rntevoot Interest 
Payment Date, December 29, 1 989 aflainsl Coupon No. 9 in rasped 
of AS! 0,000 nonranol <rf the Notes wB be A$447J25. 


October Z 1989, London 

By: Gtiban k, NA (CSS1 DeptJ, Agent-Bank 


cmBANco 


Thmadveitaeiueutis issued as a matter of record. It does not constitute an invitation 
to any person to subscribe far or purchase any securities. 



British Airways 



rights issue of 

£320,215,349 9% per cent Convertible Capital Bonds 2005 of 

British Airways Capital Limited 

Gncwponled in Jersey) 

guaranteed on a subordinated basis by 
British Airways Pic 

C (incorporated in England) . 

Listing particulars relating to British Airways" Capitol Limited and British Airways Plc 
are available in the statistical service main tained by F inancia l T 
Copies may be obtained during office hours up to and including 4th October 1989 
from the Company Announcements Office, The Stock Exchange. 46-50 Finsbury 
Square, London EC2A 1DD and up to and including 20th October, 1989 from.-— = 

Lazazd Brothers & Co^ Limited 

21 Moorfieids 
London EC2P2HT 

Rowe & Pitman Ltd. UBS Phillips& Drew Securities limited 

^“h^venuc 100 Liverpool Street 

London EC2M 2PA London EC2M 2RH 

and bom the registered office of British Airways He at Speedbixd House; Heathrow Airoort 
(London), Hounslow TW62JA. . \7 ■ 

2nd October, 1989. 
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records in the past 
18 months. A gentle ■■■ 
fafl this year should ■ 
not obscure th fact that the - 

industry has undergone a huge 
revival, says Kenneth Goodjr u ?, and 
that ;many people ejqaect a iqng - 
period of sustained profitability. 


msJ$ 



the recession 


BOWS AND, arrows' and erode 
spears are amongthe weapons 
used to frighten away erqplcy- 
. ees from the Bougainville mine ' 
toPapua.Ne^Gotoea. 

DlsdKetrted Ideal landowners 
also break through? extensive^ 
security precautions, to take ' 
rifle potshots at buses on their 
wav to the mine, one -‘of .the - 
richest copper projects in the : 
woritL. •. . 7 

The Sendero Luminoso, or . 
Shining Path,' a shadowy Mao- 
ist guerrilla movementinPem,; : 
uses weapons fakenirom the :' 
Peruvian, military andexplp- 
gives from the country’s mines 
in its violent carapaign to aver- - 
throw the Government Target-;, 
ing Peru's mines, because they .' 
contribute 50 per emit at the 
country’s export income, ^Shin- 
ing Path has left 244ead and 17 
injured, and ‘since" 1980; has? 


uuu&-vuyvuu y* ui^uu^y.w i 

arwf equipment- • ■ - \ • 

- When mines arrived at the 
vast Cananea copper complex 
in Mexico coerecentMomay, 
they, found &efr way.banedby 
4,000 tr.oop8 _axmed with 
machine-gtins, wbfle fourheHr 
copters kept vigil overhead., 
Faced with a strifes by iLbeJWXJO 
miners, the Mexican Govern- 
ment had declared the state- 
owned mine bankiuptc.a nd the 
military was toere.toprevenL 
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BASE METALS 


PAGE 2 — Copper; Lead; Zinc 

PAGE 3 *n»a London Metal Exchange; Tin 

PAGE 4 Aluminium; Nickel; the Environment 

□ Picture: Waiting to trade on the LME - Lydia van der Meer 












sabotage and to stop dangerous 
materials falling ' into' the 
hands of outraged employees. : 

to all these cases, the mining 
Industry" . is., an innocent 
-bystander caught up in com- 
ulexlocal political issues: -' - 
Natural disasters are more 
.easy to. understand.. — ' such as 
when tbraattal rahis caused: a 
l^wdsUde and shnt down Ok 
Tedj; another lichcopper mine 

in Papua New Guinea. So are 
technical problems, such, as toe 
explosion which 1 halted 
operations at Cyprus Minerals* 
huge smelter in Miami, Ari- 
zona. in midrAngnst. r 
Strikes, Mke'the one which 
has . dragged on Since May at 
TffgfiTrfhVi Valiev Copper, avast 
coSilflex & British Columbia, 
Canada, are also Usually abbot 
simple things snch as pay and 
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- There was a time, not so 
long; ago, when those involved 
in the base metals business (M 
Bot ham to pay dose attention 
to such. si t uation^ whether 

-th^iraracdinplex^ ornotLit- 

- tie local dffDculttes in ftriaff 
territories could be overlooked 

- in alworid which seemed dss- 
tined tor ever to.be hurried 
under huge surptasas af ah*- ' 
miTiinm, copper, lead, nickel, 
tin and zinc. , . l ' 

. .'But In toa part 18 months. 


metal stocks have fallen to 
tmsnstainably low levels, and 
so any , inter mutton to. supplies 
has caused consumers consid- 
erable concern. - 

Take some of the examples 
already mentioned, and their 
potential to damage the copper 
market Bougainville produces 
about 2 per cent of the non- 
communist world's, supply of 
copper. - Highland Valley 
accounts for another 2 per 
cent Pram contributes between 
4 and 5 per cent (as wefl.as .lL5 
per c e n t of tire zinc and 6 per 
cent - of ..the lead)- 'Eb® Cyprus 
smelter jjrodnces 5 pea: dent of 
the western worlds, copper, 
fbmimm another 2 per emit. 


Ok Tedi 1 -per cent 
No wonder producers and 
consumers of base metals, and 
the traders who often link 
them, ' have kept a careful 
watch on their screens in 
recent weeks, and been con- 
stantly on toe telephone for 
news from their contacts 
around the work! 

hi the past 18 months, prices 
of most have bounced 

to new records arid, although 
they have rawed back this year, 
the fall has been much more 
gentle fh«n expected because 
c£ supply disruptions. 

But that should not be 
allowed to obscure the fact 
that toe base metals industry. 


mired in recession only two 
years ago, has undergone a tie* 
mendous revival, and that 
many people believe it faces a 
long period of sustained profit- 
ability. 

Analysts suggest that the 
industry has moved Into a new 
era, and point out that there is 
little evidence that mining 
companies are being encour- 
aged by their present prosper- 
ity to mak e mistakes of the 
magnitude of the late 1970s. 

.Then, encouraged by fore- 
casts of prolonged world eco- 
nomic growth and a potential 
shortage of finite raw materi- 
als like base metals, they 

ypshed into expanwton yihm|fla 


which came to fruition in the 
deep recessions in the first half 
of the 1960s. 

The resultant flooding of the 
market, at a time of falling 
demand, led to oversupply and 
a perception that metal was 
immediately available - a per- 
ception which persisted beyond 
the start of the economic 
recovery in 1982, right through 
to 1987. 

By that time, continuing 
growth in demand had finally 
absorbed all the additional sup- 
ply, with the result that metal 
stocks began to drop very 
quickly and prices surged. 

The recent high prices for 
base metals can also be traced 


to part to a gradual erosion of 
the mining industry's capacity 
to produce. The nominal capac- 
ities of mines and plants are 
often significantly in excess of 
their effective capacities, fol- 
lowing changes forced on the 
industry during the recession. 

The mining industry at that 
time deliberately scrapped or 
down-graded outmoded or 
high-cost facilities, and rede- 
signed mines to produce at 
lower, more-competitive costs. 
RTZ, the world's largest min- 
ing company, estimates, for 
example, that the effective 
capacity of the non-communist 
world’s copper mines at the 
oid of last year was “getting 
on for 1 m tonnes below nomi- 
nal capacity”. 

During toe recession, when 
toe base-metals industry as a 
whole was losing 10 cents on 
every dollar of metal produced, 
capacity was eroded and explo- 
ration curtailed. The last Dig 
investment in base-metals 
wri-naa and plants was in the 
early 1970s, so they are now 
middle-aged and often nearing 
the end of their useful lives. 

“Much of the decline in real 
costs in the early 1980s was 
bought at the expense of the 
f ut u re - and the future is now 
paying the price,” says Mr 
Philip Crowson, senior eco- 
nomic adviser at RTZ. 

The situation is made worse 
by the fact that many of toe 
ore bodies found in the late 
19606 and 1970s are no longer 
worth developing. The reserves 
were discovered when the 
industry's cost structure was 
entirely different; when energy 
costs were low, and so was the 
cost of money. 

Many of than have very lit- 
tle metal per tonne of ore, and 
are in remote areas of the 
world. Once the cost of provid- 
ing access roads, accommoda- 
tion for the workforce and 
other infrastructure work is 
taken into armnnt, the mines 
would have to be developed on 


a huge scale, thus adding more 
expense in terms of interest 
and for capital equipment. 

The gap left by mine clo- 
sures «nd lack of exploration 
will not be filled easily or 
quickly. It takes about 10 years 
from discovery to get a metals 

mine and associated equipment 
up pnd running. 

The last of the projects that 
were started 10 years ago are 
coming on stream - such as 
the huge Olympic Dam copper- 
gold-uranium mini* in Austra- 
lia; Red Dog in Alaska, the 
world’s biggest lead-zinc mine; 
or Escondida, a massive copper 
project in Chile. 

RTZ’s Mr Crowson suggests; 
“These projects are not 
enough. They, and more, are 
needed not just to meet pro- 
spective demand, but also to 
compensate for toe likely clo- 
sures of the next few years.” 

He says the industry is likely 
to see relatively high metals 
prices, and hence good profits, 
for some years ahead "because 
of its inability and unwilling- 
ness to invest sufficiently to 
keep pace with demand”. In 
the long run, however, metals 
prices will move into line with 
the industry's marginal costs, 
Mr Crowson points out. 

Mr Jan Slechte. president of 
Billiton, the Royal Dulch/Shefl 
division, goes further: 
“Our basic assumption is that 
metals prices will continue to 
fan in real terms - the trend 
is quite clearly down.” 

The metals industry will not 
gain toe full benefits of future 
world economic growth, 
because it is not doing enough 
to improve its product and pro- 
cess development, while, at the 
wune time, there will be less-in- 
tensive use of metals in new 
products and further substitu- 
tion for metals by other raw 
materials. “So it would be ask- 
ing a great deal for metals 
demand to grow in line with 
the world economy,” says Mr 
Slechte. 
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, commodity financing 










As fair as wete boncerned, there's no such 


Each orte has fflffferem! problems, different 
requiremeiite,' iriffeiiait solutions. 

. Wtilch ls why each of our clients is assigned 
one of our epmmodity financing specialists. 

: • Soiriebije. who can draw together the re- 


search on specific commodities provided by our 
ta-fcouse teams. 

. Liaise with our product managers. 

■ Analyse client requirements for individual 
deals with the help of teams based in such key 
markets as New York, Hong Kong, London, 
Singapore and Brazil. 


Proposing specific tailor-made solutions. 

Which are implemented with speed and 
efficiency and monitored for progress. 

Needless to say all with the backup of the 
latest state-of-the-art computer technology. 

As well as a worldwide network whose in 
depth knowledge of local and global markets 


offers a wide range of financial and operational 
solutions. 

Hardly surprising, then, that the expertise 
we've garnered over the last fifty years has made 
us a world leader in commodity financing. 

Proving that skill, experience and under- 
standing are very valuable commodities indeed. 


London .. . NwtYbrt ; tfaotKnw Stofmd a su&pa* 

Mm Umcr - M ati n taai n a 'MniWitl . CtartejHafcaKSCft BBOtt^Chn 
warn attun ' - > Ht4uo wous s»«s7 
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BASE METALS 2 


COPPER 


LEAD: a healthy automotive industry is driving prices up 


A year of unrest 

im TpTTjQrri TjmAm blow. When the strike started, and early July sent tlu 

copper stocks in London Metal LME quotation plungin* 
SraSwiSousa stood at nfcBMnanth low of £1, 
S^rtoUyoar. mm tncrta IMH *S2,-*2&± 2=/ 


More power from batteries 


would appear to nave done 
pretty well over the past year. 
Both the cash and three- 
months positions have touched 
record levels during the period, 
and the cash quotation has 
recently been about 22 per cent 
above the level ruling 12 
months ago. 

That is in sterling terms, 
however. Adjustment for the 
appreciation of the dollar 
against the UK currency since 
last October shrinks cash cop- 
per's advance to less than 12 
per cent - a decent margin 
over inf iptinm, but nothing to 
write home about. And it 
might actually be viewed as 


The Peruvian national 
stoppage was a 
considerable blow 


somewhat disappointing, con- 
sidering the catalogue of dis- 
ruptions which has been upset- 
ting the supply side of the 
equation. 

A year ago, all copper’s vital 
signs were pointing upwards. 
Industrial demand was still 
buoyant; stocks were heading 
downwards; there were produc- 
tion problems on the African 
copperbelt (because of spare- 
parts shortages}; President Pin- 
ochet’s election defeat bad 
raised the prospect of indus- 
trial unrest in Chile: and 
Peru’s miners were preparing 
to resume the strike they had 
called off only a few months 
earlier. 

In the event, we had to wait 
until the begining of last 
month for the first Chilean 
mine strike, at Codelco's Salva- 
dor operation, and that lasted 
only two weeks. But the Peru- 
vian national stoppage began 
on schedule, on October 17, 
and did. not nwtTi mid-De- 

cember — fairing the total of 
days lost to the industry in 
1988 10 87. 

Peru normally supplies 
about 6 per cent of the non- 
communist world's copper pro- 
duction, which last year 
totalled 6.65m tonnes. Refined 
copper output was also 64>5m 
tonnes, well below non-commu- 
nist world consumption of 8m 
tonnes. Imports from the east- 
ern bloc countries at an esti- 
mated 150,000 tonnes still- left a 
big gap to be filled by consum- 
ers’ drawing down stocks. 

In the circumstances, the 
absence of Peruvian output tar 
so long was a considerable 


E yrhang e warehouses stood at 
87,075 tonnes; when it finished, 
they were down to 61,725 
tonnes. New York Commodity 
Exchange (Comex) stocks of 
copper were halved, mean- 
while, to just over 5,000 tonnes. 

The resulting squeeze on 
supplies was clearly discerni- 
ble in the market LME cash 
copper, which had been fetch- 
ing £1,537.50 a tonne at the 
begining of October, had 
breached the £2,000-a-toxme 
market by the time the Peru- 
vian miners returned to work, 
and the premium over con- 
tracts for delivery in three 
months (known as the "back- 
wardation”) bad widened out 
to a massive £280 a tonne. 

The ending of the strike cer- 
tainly chipped some of the 
icing off the copper market’s 
cake, but with stocks remain- 
ing low the price fell was fer 
from precipitate. The African 
problems were continuing, and 
the possibility of a resumption 
of the Peruvian dispute (which 
had not been settled to the 
miners 1 satisfaction) was never 
fer from dealers’ minds. 

It was not until LME stocks 
pushed past the 100,000-tonne 
mark that the retreat really got 
under way. The stocks total 
peaked in May at a little over 
135,000 tonnes, just before the 
next big supply disruption 
appeared on the scene - the 
closure of Papua New Guinea’s 
180,000- to nnes-year Bougain- 
ville mine because of rebel sab- 
otage. 

By then, LME stocks were 
heading down again, but the 
market seemed not to notice. 
In early June, the cash price 
went below £1,550 a tonne and, 
equally significantly, into "con- 
tango”. Contango (the opposite 
of backwardation) describes 
the "normal” situation, in 
which the cash price is at a 
discount to forward positions 
(a rule which has proved the 
exception in most LME mar- 
kets in recent years). So its 
reappearance tended to suggest 
that concern about nearby sup- 
ply availability had evapo- 
rated. 

This return to "normality” 
was not destined to last, how- 
ever. Within a few days the 
backwardation was bade, and 
worries about possible labour 
contract strikes in the North 
American copper industry soon 
widened it out to more than 
£40 a tonne. But those worries 
proved ill-founded, and news of 
settlements at VNoranaa^tfnd 
Magma Copper In late June 


and early July sent the g ash 
LME quotation plunging to a 
nine-month low of £1,474 a 
tonne - though it was still at 
a modest backwardation. 

That proved to be the bottom 
of that particular trough- LME 
stocks were still falling - 
when the low was reached, 
they were only about 12,000 
tonnes above the level ruling 
at the time of the £2,000*a- 
tonne peak - and supply prob- 
lems were piling up 

The Bougainville mine was 
still closed — Indeed, Bougain- ' 
vflle island itself was under a 
state of emergency because, of 
the rebel activities; the "Shin- 
ing Path” guerrilla group was 
disrupting the Peruvian min- 


-I’ HK LEAD mark et, which had 
plodded along stolidly while 
other base-metals took it in 
turns to shkte, came to life at 

t hp beginning of Au gu st. 

Prices surged as the London 
Metal Exchange reported an 
unexpectedly large drop of 


6,900 tonnes, in its warehouse 
stocks, taking them down to 
25350 tonnes. At the begtanmg 
of the year, LME stocks had 
stood at 61300 tonnes. 

At the beginning of last 
month, the cash price hit an. 
eight-year peak of £47330 a 



Bettor US economic 
indicators gave the 
market a fillip 


tonne, as concern about the 
level of stocks- continued and 
fears of Simply tightness JatfiT 
this year pegan to e merge , 

. against a background- of; stron- 
ger than expected demand. . 

Nuova Samim’s 84000 tonnes 
a year smelter, id Portovesme, 
Sardinia, was closed - down 
after a boiler aodderit, and will 
not be back in action until 
' early next year, partly because 
the . company has “taken the 

opportunity to bring forward 
ffifejinl gd matntmiarice Wnrki 

The health of the automotive 
industry has been the main 
factor in driving up prices t 

batteries now account for more 
so per cent at lead con- 
sumption. While car produc- 
tion in the US has faltered, cut- 
put in Japan ' and western 
Europe -has remained stranger 


ing industry; and one of the 
North American mines, Can- 
ada's. 170,000-tonnes-a-year 
Hi ghland Valley operation in 
British Columbia, was still 
strike-bound because of a 
labour contract dispute. 


The n um ber ot core on tarn rood mutter? mom Aon production 


Then the market was given 

nnnthw ffihp, thin tima m thft 

economic front. In mid-August, 
US economic indicators, which 
ea rlie r h n< i been pointing omi- 
nously towards recession, 
began to raise hopes that a 
"soft landing" for the US econ- 
omy might after all be on the 
way. Coinciding as It did with 
the beginning of another Peru- 
vian miners’ strike - about 
the prospect of which the mar- 
ket had seemed curiously 
relaxed - this factor brought 
the bulls back In, and by 
August 25 the cash pice was 
within £25 of the December 
record. This time, however, the 
three months price was not bo 
fer behind (at £1,914 a tonne), 
indicating, the the market's 
strength was more soundly 
based. 


Lead 


19B8leveL C - - 
However, It fe joot just new 
ear production that matters, 
hut the number ttf cars onthe 
road; arid this is providinar a 
steadily- growing market, 
according tp Mr Neil Buxton, 
analyst with the^hearson Leh- 
man Tft rttow . mtofag tenwi In 

arfrittinn, the weight of lead in 
ea ch battery is Edowty -Increase 
ing as' manufacturers offer 


Cash metal (C per tonne) 



life. - - 

Mr Buxton -also- points out 
that no viable alternative to 
the lead-add battery is in 






Long-term forecasts the 
growth In lead consumption 
range, from 1 par cent to 1.4 par 
cent a year, arid balance a 
growth in, lead for batteries, of 
about 2 per cent a year, against 
declining markets in other 
uses, according to Metals Eco- 
nomics Group, a Canadian nat- 
ural resources researcher. 

The ' declining markets 
include lead as a petrol addi- 
tive. Environmental concerns 


Prices have settled back 
since the collapse in disarray 
of the Peruvian strike after 2% 
weeks. But with the Bougain- 
ville operation closed again - 
a restart last month had to be 
aborted after only nine hours 
because of rebel attacks, sup- 
ply problems continuing, and 
stocks r emaining well below 
the 100,000-tonne mark - no 
one seems keen to sell this 
market short. 


ir 

Richard Mooney 


THE BUBBLE burst for zinc at 
the be ginning of last month, 
when the London Metal 
Exchange revealed that stocks 
of the metal In its warehouses 
had risen to the highest levels 
for five years. 

This was in marked contrast 
to the beginning off the year, 
when stocks woe steadily fall- 
ing. 

Threats of further trouble in 
the Peruvian mining industry 
took the cash price for 
high-grade metal to mure than 
$2,000. a tonne, peaking at 
$2,107.60 a twine on March 3. 

The tnmMes in Fan,^tidi 
began- with a 57-day stoke a 


ZINC 


A galvanizing effect 



year ago, have comb ine d with 
strong demand for zinc, partic- 
ularly from the galvanising 
sector, to keep prices high. 

Pern accounts far more than 
11 per cent of worid zinc con- 
centrate production, but the 
country's mining sector has 
been faced not only with 
labour strife, but also with a 

fr nmhHnff fafrunt mctiirp. This 

is reflected in Us output fig- 
ures. 

According to Shaman Leh- 
man Hutton's London mining 
team, Peruvian production of 
zinc peaked in 1987 at 619,000 
tonnes. In 1988 it slumped to 
485JI00 tonnes; it is estimated 
this year at 540,000 tonnes, 
and next year at 580,000 
tonnes. 

A further strike this August 
proved a half-hearted affair of 
2h weeks' duration, which did 
not get a firm grip on the 
industry. Analysts suggested 
that a great deal of metal, 
bought for security reasons 
before the latest strike, 


disrupted, offtake from the 
galvanising Industry, which 
alone accounts for 45 per emit 
off zinc demand, has been par- 
ticularly strong. According to 
Sheatsan Lehman, production 
off galvanised sheet rose from 
2046to tonnes in 1980 to 36m 
fehnekia& .y&afc. ' JL - ' 

■Mr NeUBuztotq, metals ana- 
bnrt : witii ^ferirepm points out 
wit, met tim past five years. 


UK manufacturers 
warned that the cost 
of zinc threatened to 
harm consuming 
industries 


qvlckly found its way into 
LME warehouses when the 
workers returned to thdr jobs. 
LME- stocks rose by -6,675 
tonnes to S&275 tonnes at the 
end of the month — the high- 
est level since July 1984, and 
have since risen further. 

Nevertheless, while prices 
are well oft the peak, they are 
stffl relatively high. Mr Nick 
Moore, metals analyst with 
Ord Stinnett, the securities 
house, said last month that he 
expected the price to average 
77 cents a lb this year, equiva- 
lent to almost $1,700 a tonne, 
compared with an average of 
56 cents a lb last year. 

While supplies have beau 


there has bear a 10 per cent 
average growthrate In galvan- 
ised 'steel production - "and 
there are not many industries 
where . you see that". He 
believes that the Increases 
would have been higher were 
it not for capacity restraints, 
but capacit y te bri ng increased 
rapidly worldwide. Significant 
Increases in output are still 
expected, although the rate of 
growth is Hkriy to slow down, 
he predicts. 

"Galvanising Is a definite 
growth market, and it's 
already a substantial one," be. 
sakL The main area of growth 
is in the non-reridential con- 
struction market - not the 
more widely publicised car 
in d us t ry, which accounts for 
only about 25 per cent of the 
Kalvanbdng market. Galvanis- 
ing is already at saturation 
pnint to tiw US and Japanese 
automotive . industries. 


although Europe has some 
wttohtog up to do. But galvan- 
ised materials are being 
increasingly used worldwide 
in office, warehouse ‘and 
industrial boUdings. 

Mr Buxton paints out that 
high prices are not a problem 
for -tire" galvaftfcflng^ Iridfistry . 
wdiecntttfdiez&ltto'torii 
smaafer than cost of the 
steel; But the ^mm camiat be 
said Of other sectors which 
consume zinc. ■ 

Concern about the high tewi 
of prices surfaced in March, at 
an LME seminar on the metal, 
when UK manufacturers 
warned that the cost of sine 
threatened -profound harm to 
consuming Industries, espe- 
dally the brass and dlecastfng 
sectors. • 

The last quarterly report 
from Metals and Minerals 
Research Services, the London 
analysts, paints out that "the 
longer prices stay-At or hear 
their current levels, the 
greater will be the chances of 
widespread substitution, at 
feast in dfecasttng and brass.” 

While losses to substitution 
would not happen overnight, 
the report said the effect eat 
demand had to be fectored in. 
-It. put overall growth in tine 
demand 1.7 per cent ahead for 
tills year at 5A5m tames, but 
forecast a return to last year's 
level off 5J8m tonnes in 1990. 

On tew supply site, the new 
$460m Cominco mine at Red 
Dog, in Alaska, has dominated 
the news. It is expected to 
come on stream later tills 
.year, and to build up to frill 
production of about 300,000 
tonnes by 1992. However, it 
should be noted that this will 


have already caused ffis maiv 

■ -Tfiet to fell by more than naif 
since the banning of we 
decade, when it used 238,700 

- tonnes, a ccord i ng to Sbearson' 
; Lehman. Lastyear it took 
about 106^pOtonnes —aminOT 
a nyamt fora market off; 4xm, 

- tonnes, a .year. The rise of the 
Green movement is also put- 
ting continued pressure bn 

feed's roe in pa to*** , cheinicate 
and cable-sheathing. 

While overall' lead consiutip- 

- ton has been rising slowly but 
surely for the 'past- six years, 

.’and ia .expected to continue to 
. do- so, primary L non-socialist 
mini? production has ; been 
static for a very long time. 

- Lead is mainly mined- as a 
by-product of other metals,- pri^ 
mariiy iriiy. 

••••; The peak of production, 

. according .to ‘ShearBOn, was 'jar' 
1973, since when it has fluctu- , 
ated around 2.5m tonnes a 

■ year. 

- Last year, non-communist 
: production off load concentrate; 
.-.was 2J85m tames, down from 

- &37m tonnes in 1967. The fell 
..followed production losses in 

■ Peru and Canada, two of the 
leading producing countries. 
The Peruvian setback was a 
combination of technical prob- 
lems, strikes and guerrilla 

- attacks, while Canada. -saw the 
closure of the Pine Point mine. 

Sbearson estimates that, this 

■ year, tore will be. an. increase 
in concentrate production of 
3.7 per cent, to 2.44m tonnes, 
thanks, mainly to expanding 
output in the US and Austra- 
lia, followed by a &7 per cent 
increase/next year. Cotnlnco’s 
Red Dog mine, in Alaska, 
which is expected to start prod- 
ucing later thin year, is by fer 
the biggest project. Asarco is 
b uilding up output at Sweetwa- 
ter and West Farit. In Austra- 
lia, improved production is 
expected from Cadjebot and 


• HeHyer;- -. 

Howe ver, p rimary .produc- 
tion accounts for muy abbot - 
- half the . 4.3m-tonnfis-a-yoa^ 

tead market - ^secomMry^tar 
; ductito fe Just as 
and prices ^are at lewis which- 
make it an attractive and pra^ 
flabte hushmssr : to,iBC5^t^ 
batteries. Mr Buxton prints wf. 
that many sccondaxy proatte-; 
ere, particularly ;inthe U^Sm, 
raising thflfoiuuducticurca^o* 
ity. *• •- ■-■j • • ---- 

US - secondary ’production ' 

last sw- 

' compared . with oiUy 
tonnes In I^ whoife llMsfep.'. 
try’s future. was in doubt 
because off Itfw prices. 

100,000 tonnes aamS&ed:. 
as Red Dog is espeeted tbpsv 
: dace in a year. - .. '-.v ■ v . 

' Thesupply and dfirnandbalr- 
ance for the lead market Is .tra- 
ditionally very closely .bal-_ 
anced. Mr. Buxton- pcrfnta nut - 
that, even.ln.bad times, stocks . 
have represented only two 
months’- usage; wMch can be 
contrasted wife enough .Stocks' 
-for as much as 16 weeks for-: 
Alaminium. Since Its - annual 
review of the lead industiy wad 

published irr June, Sbearson 
has revised its forecast, of. a 
wmall surplus this yoar to a 

suggestion that tfaere couM^btf 

a small de ficit. . 

Metals' and MinerMr 
Researt5i SCTvioes. the Land im 
analysts, said in ite third-quaiy 
ter report that it behevrii the 
fundam entals were still little 
more than neutral, "with pri- 
mary production and consump- 
tion rtsing by a similar amount 
this year, and secondary. out- 
put sufficient again to balance 
the market.” 

Mr Buxton believes that 
prices much above £450 a 
tonne are unsustainable in the 
longterm. Other analysts gen- 
erally agree that prices are 
unlikely to be above 30 cents a 
lb for most of next' year. 

All in all, it appears that 
lead is unlikely to shake off its 
dull image, despite the excite- 
ment of the past couple of 
months. 


David Bl a ck mai l 


berepIadngOutpntof 180,000 

t miTipR a year -lost from the 
closure of Cominco’e Pine. 
Point urine. ... 

Mr Buxton points oat that 
Red Dog is the only new pro- 
ducer arriving on the scene in 
North America - it is Austra- 
lia which will provide the bulk 
of the fresh suppries. No single 
mine there will provide a large 
amount, but the combined 
result of expansion at several 
s mall mines will be higher 
ffoto output at Red Dog. How- 
ever, while Australian produc- 
tion is set to top lm tonnes a 
is in 


- Thfe" nat~ 'result of . threa 
increases, im production vdli 
.ieptf.to a small surplus of sup- 
ply over demand next year 
after two years of deficit, ana- 
lysts betieve. Sbearson expects 
a small surplus; Metals and 
Minerals Research Services 
estimate 50,600 to 100,000 
tonnes; and air Moore, off Ord 
Bfinnett, puts the 1990 surplus 
at 100JM0 tonnes. - 

Cmisequently prices are seen 
as falling to an average of 
around 65 cents a lb next year 

- still relatively satisfactory 
for zinc producers. As Mr 
Moore points, out, for some 
years- they had- to make do 
with 32 cods to 35 cents a lb. 


• Meanwhile, the High Grate 
tine contract at the LME hwhs 
as if its days are numbered. 
On Wednesday next week, the 
L M E board meets to 
dropping it, leaving the Spe- 
cial High Grade contract as 
the LME’s sole due contra ct . 


The SHG contract was intro- 
duced in September a year 
ago, and appears to have been 
welcomed by both miners and 
smelters as the price indicator 
for the industry. Indeed, the 
European Producer Price 
(EPP) was abandoned at the 
beginning ot flii« year. 


David Blackwell 


Hco 


METAL MARKETING CORPORATION 
OF ZAMBIA LIMITED 


WFVE been on the tip 

OF YOUR TONGUE FOR 75 YEARS. 


FOR 15 YEARS THE VITAL LINK BETWEEN THE 
ZAMBIAN MINING INDUSTRY AND THE WORLD 


Not id put^ words in yaur mouth, but you probably already know us as the ImmiatiaQal Naiad Conipany:lbcfe^ 
it’s simply Inco. And while our name isn’t on all tbatwc malcr^ ifs surprisiiig how much, we’re in. 

Over 60 per cent of our total nickel production gpes to make stainless steel stainless. And from its initial 
use in cutlery, our metallurgy ingenuity has put it to work. 

For instance, stainless steel’s endless applications in food processing equipment— up to and including the 
kitchen sink. Not to mention its widespread use in architecture, aerospace and under-sea technology. 

This same kind of innovative thinking has made us the non-communist world’s largest nickel producer. 
By keeping costs down, our productivity is up 80 per cent since 1980. 

Fact is, we hold 34 per cent of the world nickel market. And with 

long-term customer relanonships accounting for half of our production^ stronger for our experience 
ourpoationissecm'e.'Ybuhaveourwoidon it Toronto • new tork • London 


Sellers of the highest quality electro-refined copper 
(REC and MCM brands), 

ZCCM cobalt. Sable zinc. Sable lead and precious metals. 


Metal Marketing Corporation of Zambia Limited 
Memaco House 
Sapele Road 

PO Box 35570 
Lusaka, Zambia 
Td: 228131 
TbcZA40070 
Ftoc 2601222155 


T-ondon Offiee;- 
Menaco Services Limited 
,Zi m co House 
16-28 Tabemade Street 
London EC2A4KM 
Teh 01-588 6433 
Tlx: 9419068 MEMACO 
Fax: 01-638 8321 


For more infbnmtioa, write NJL fines, Dircaor, Ibtomc Schiion*, Ioa Limited, One NewYork Ptaza,N.T n 10004 
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TIN: the stockpile is down to six weeks’ usage 


Output-curb lifts prices 
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Such whs the London lletal Exchange’s im p or tance to Em ban 


Lydia van cter Mtar 

metals industry workMvkte that a qutddy recovered Its poise 


Kenneth Gooding considers the London Metal Exchange’s future 




n provides 
challenge 


*TT HAS! been Six -years when, 
there' was one crisis setter 
another/ says Mr Michael 
Brown, who is ahont to irtire 
as chief executive of the Lon-;, 
don Metal Exchange, rafter 
steerincitthroughtiieniost 
traumatic period in its long 1 
history. • 

He joined the LMKsecretar- 
iatin.anewly-createdpostln 
March 1985- Within six months 
of Ms 'appoinrinetit, the 
exchange^ was rocked by the' 
ddlapse .of ihe : International 
Tin Council’s price support 
scheme, leaving aboid £90Qm Of 
d^ts. ■’ . : ‘ . r -i .’ 

The hrhht was 'home by the 
LME which, at' one point, was' 
almost: overwhelmed by the 
default.. There weresomebank- 
ioptxaies and Other departures ■ 
front the - exchanger which 
redneedi the- ring dealing rnen> - 
berehlp ftod^Mojal; * ~ r^. . 

' Such was tae l2aS'8 ImpOTf 
tance to the base ntttals Indus-' 
try worldwide that it (jedekiy. 
recovered its' poise. Last year, 
ammtftig to Bank of England 
stafistics. ite invisible eandngs 
were £7Sm - more than any 
other UK7 exchange. 

The LkpS’a share (bywdght) 

The exeffuinge deckled 
it was strong enodgh 
. to start tin trading 
again on 4ene.t ; : . ‘ 

of teniiii^ i^ket t^e in 

non-ferrous metals is 80 per 
c^t of aP the copper, 993 per 
cent of the aluminium and 100 
yer cent of the lead, :nidpel and 
siaci . 

;A complex web of litigation 
followed the tin mark et’s col- 
lapse. The LME wss involved, 
both as a defendant in a case 
which it successfully fought 
and In leading an attempt — so - 
fer unsuccessful - to get those 
g overnm ents which badked the 
ITC to pay off some of its 
'debts. "••.'• '■ 

'■ Atthongh kr stOl boua scars 
from this : affair, the LME 
decided It was strong - and 
healthy enough to -start tin 
trading again on June 1 this 
year. - -■;•••- 

To be precise, the LME 
started trading tin for the first 
time, because it is a relatively 
new organisation. In August 
1987, it took over the assets of 
the Metal Market and 
Exchange Company as part of 
a process of protection against 
the possible consequences of 


Top 2» mjnhB 

Controlling company • ' 


tfift fln trHga tyV T ' ~ 

. At: the same time, a new 
management structure swept 
away the old committee of 
mamvefflent, which effectively 
was a self perpetuatmg board. 
Members of the new hoard 
must periodically seek re-elec- 
tkm, and there are four invited 
meafoers from outside to add a 
-broader dhnenslaa.- 
. - Ia recognition- that more 
tteh 97 per cent of its turnover 
comes ficom outride the UK, 
. trade .membership bas been 
opened to foreign compamas. 
And - farther evidence that 
' the .exchange intends to 
develop intematioiiaUy — in 
September: 1987, Singapore 
- became the first. LME-lfoted 
warehoase deZivery poM oat- 
s^e Europe. 


for^dumim.uin*ordy,- hwm heen 
llstedato bob^ time 

ijj the jjear future, .rwili. be 
established for aluminium and 
nickel in the US. • 

; The objective, ^ acco r din g to 
Jfc Christopher Green, the 
IMS’s chairman, is for major 
metal consumers to have IME 
'warehouses close; by, rather 
than on the other ride of a 
wide ocean. This should 
encourage more consumers to 
use the LME and improve its 
liquidity. 

- He says care will be taken to 

ensure that warehouses are not 
placed .too close to metal pro- 
ducers who then might be 
tempted to put too much Of 
their own stock- into . LME 
inventories. 

Perhaps the most dramatic 
change to the lmr was the 
Introduction, in May 1987, at a 
clearing system. This did much 
to restore confidence in the 
TMR, hw*aiB » it is U«iUg an 
independent third party which 
also dears for other exchanges 
In the UK mid abroad. 

- The -new clearing -system 

also allowed the official LME 
contract period to be extended 
from three, months to 15 
■months- •--- ■ •_ 

In spite of this redteai depar- 
ture, the LHE'maUag^ to pre- 
serve. Its traditional way of 

- trading, and ensured that prof- 
its and losses was not payable 
-until the due dates of eon- 
tracts. AH deals are taken over 
and guaranteed by the Clear- 
ing House, so that no clearing 
member can suffer by the fail- 
ure, of annthpi* clearing mem- 
ber. 

However, this unique system 
is currenfly under threat by a 
regulatory agreement reached 


1 QST 

% share* 


by vri 

Country 


1 Anglo American Corp. of South -Africa South Africa- to^ 

2 RTZ Corporation . .UK - ‘&8 

3 ComoiMatsd Gokf Ftelds *UK . 2.9 

4 State-owned coffipanies of Brazil Brazil 2A 

5 state-owned companies at Chile Chile 2.8 


8 Aserco-MIM Group - ~ - 

7 General Mining Union Corp 

8 Placer Dome. 

g Brokwi HHl Proprietary 
10 Inco 


US/AustraHa 2.6 
Spilth Africa 23 
Canada - 2.0 
Australia 1-6 
Canada - 1.4 


11 Brascan (including Noranda) Canada 

12 State-owned con^anies of Zaire . ; ' : Zaire 

13 Phelps Dodge • US • .. 

14 Barlow Rand . South. Africa 

15 stafre-owned^ co mpanies of Morocco' Morocco"' 

16 Std G6h6rate de Belgique '■ 1 Belgium 

17 State-owned companies of Malaysia : Malaysia 

IS State-owned companies of Yugoslavia Yugoslavia - 
ig State-owned companies of Zambia - . Zambia. 

20 Te cfc Corp . , . ■ Canada . 

21 Stato-cwned companies of Peru F^re .. 

22 Western Mining Corp Hofdinge . Australia 

23 Homestake Mining • \\t& 

24 State-owned companies c* Canada . r . Canada 

25 smte-own ed companies of Indonesia Indonesia 

Total states ' . ...: : 'V ' • 

Total, all - ' 

-nmn nT w a f f I --- i— 


In BCay this year between the 
US Commodity Fu tures Trad- 
ing Commission (CFTC) and 
the UK Securities and Invest- 
ments Board (SIB). 

" The CFTC fnsiaftpif ~ tmtiaTTy 
that TJtrK traders segregate the 
funds of US clients or stop 
doing business in the States, 
where segregation is compul- 
sory. Segregation involves the 
separation of positions and cli- 
ent money from the trader’s 
own a ccoun t. ; 

The CFTC says this is neces- 
sary to protect customers from 
a possible default or from other 
financial problems that a bro- 
ker might run into. 

Use CFTC is also concerned 
about UfR clearing system 
because most trading on 
futures exchanges Is “cash, 
cleared",' so that profits .are 
paid daily anrf margins called 
lx> - cover contract Josses. 

LME; ’'traders' often grant 
credit to major trade dients, 
such as mining companies, 
allowing them to cover . losses 
on forward contracts until set- 
tlement. The traders say they 
could face financial hardships 
if forced every day to set aside 
cash in a separate account to 

If the LME becomes 
less attractive to 
users, trade could be 
* driven off-shore 


cover TmrAgti<g»ri profits on for- 
ward nin i r a e t s held by US cli- 
ents. last year 16 per cent of 
the LME’s £500bn turnover 
came from the US. 

"The bulk of the LME trans- 
actions are at very low mar- 
gins of profit for traders, typi- 
cally less than 0.1 percent, and 
we are worried about regula- 
tion driving up costs," says Mr 
Green. 

If, as a result, the LME 
becomes less attractive to 
users, the UK exchange might 
lose business by trade being 
driven off-shore to other metal 
exchanges or into the “grey” or 
Tinnffirfai market. 

The LME recognised some 
time ago that regulation would 
provide a. major challenge to 
its future opmration& That is 
why it recruited Mr David 
King as director of finance and 
administration in September 
1987. Mr King, aged 44, a char- 
tered accountant and MBA 
(Master of Business Adminis- 
tration), will take over when 
Mr Brown retires as chief exec- 
utive. 

He arrived as the LME was 
in the process of steering its 
way through the complexities 
of the UK Financial Services 
Act It became a Recognised 
Investment Exchange under 
the terms of that Act in April 
last year. 

Mr King has been in the 
front line of the dealings with 
the CTFC, which recently gave 
another extension Of its dead- 
line, taking it to the middle of 
November. Mr King says the 
LME continues to work with 
the CTFC and the UK Associa- 
tion of Futures Brokers and 
Dealers (AFBC) to reach an 
accommodation on the segrega- 
tion issue. *T am mildly opti- 
mistic about tiie outcome,” he 


Nevertheless, “regulation is 
the top priority for the LME at 
the moment A global enmesh- 
ment of regulation is evolving 
- from the UK, the US, the 
European Commission and 
Japan. It is essential for the 
TME to find an accommodation 
in this global system so that, 
as far as possible, it can main- 
tain ite current method of oper- 
ation,” says Mr King. 


So one can sympathise with 
Mr Brown, about to bow out as 
chief executive. He says: *Tve 
40 years in the commodi- 
ties and metals mar kets, 40 
years of commuting to London, 
and the time has come to step 
aside and take life a little more 
slowly.” 


TIN MISSED the boom in 
metals prices last year, but in 
1989 it has joined the party. 
However, there Is an essential 
difference behind its appar- 
ently conventional perfor- 
mance and that of the other 
base metals: the price has been 
driven up by constraint by the 
producers, rather than because 
of demand from consumers. 

Producers have carefully 
restrained output, while the 
huge stockpile overhanging the 
market since October 198S, 
when the international Tin 
Council’s price support scheme 
collapsed, has been whittled 
away. 

That stockpile of refined tin, 
totalling 120,000 tonnes, was 
thgp equivalent to about mrw 
months of tin demand. That 
has now been reduced to about 
25,000 tonnes, or six weeks of 
current usage. 

Stocks have come down 
because the Association of Tin 
Producing Countries (ATPQ 
has successfully operated a 
production quota system for 
the past three years. The mem- 
bers of the ATPC are Australia, 
Bolivia, Indonesia, Nigeria, 
Malaysia, Thailand, and Zaire. 
Brazil, which has overtaken 
Malaysia as the world’s biggest 
tin producer, and China, while 
not members of the ATPC, 
have voluntarily complied with 
the quota system. 

Their efforts helped drive up 
the tin price from about $7,200 
a lb, at the end of 1988, to a 
peak of over £10,000 this year 
before consumers went on 
strike and forced the price 
back down to about $8^00 a 
tonne. 

The recent reversal, to what 
consumers consider to be a 
more reasonable price level, 
followed the re-introduction of 
tin trading on the London 
Mp ffli Exchang e on June l this 
year, which provided a valu- 
able source of transparent mar- 
ket prices. 

Tin is one of the oldest met- 
als known to man , but remains 


an important international 
commodity - illustrated by 
the fact that about 70 per cent 
of production comes from four 
developing countries: Brazil (25 
per cent), Malaysia (20), Indon- 
esia (20) and Thailand (8), 
while the big consumers, 
accounting for about 75 per 
cent of demand, are the indus- 
trialised countries: western 
Europe (30 per cent), the US 
(25) and Japan (20). 

The major uses of tin metal 
are in tinplate, which accounts 
for about 30 per cent of total 
consumption. Demand from 
this sector has been adversely 
affected by substitution of 
Other m aterials in panlrogiwg , 
particularly by the use of alu- 
minium in beverage contain- 
ers. 

Solder, the second-largest 
use of tin, accounting for about 
25 per coot, has benefited from 
the explosion in production at 
electronic gadgets of an types. 
But this has been tempered by 
less-intensive use or solder 
because of the miniaturisation 
of components and the growth 
of integrated circuits, micro- 
processors and leadings compo- 
nents. There is also less solder 
being used in joints, and tin 
used in paste is being reduced. 

Tin has found a new market 
in the chemicals industry, 
which has grown rapidly to 
account for about 15 per emit 
of demand. It is used in polyvi- 
nyl chloride PVC stabilisers, 
biocides and catalysts, in plas- 
tics, glass ceramics, fire retar- 
dants, wood preservatives, pes- 
ticides an<l paints 

According to International 
Tin Statistics* - a publication 
set up under a trust frind proj- 
ect administered by the United 
Nations Committee on Trade 
and Development (UNCTAD), 
as an interim arrangement for 
collecting tin statistics, now 
that the ITC has no rash for 
thin task — tin consumption 
has risen strongly in the past 
three years. 

It was 187,400 tonnes last 


year, up from 179,700 in 1987 
and 173,100 in 1986. Demand 
seems to be climbing back to 
the peak of 205,000 tonnes 
reached in 1973. 

Meanwhile, the UNCTAD 
statistics show that output was 
held well below consumption. 
About 153,000 tonnes of tin in 
concentrates was produced last 
year, compared with 137,600 
tonnes in 1967, while produc- 
tion of tin metal reached 
179,200 tonnes in 198$ (158£00 
tonnes). 

There seems little doubt that 
non-communist world tin 
stocks are now down to a man- 
ageable level. However, in 
addition to these commercial 


There seems little 
doubt that 

non-communist world 
tin stocks are now 
down to a 
manageable level 


inventories, there is the US 
National Defence stockpile 
built up during the 1940s and 
1950s. The US stockpile cur- 
rently is estimated to be about 
142,000 tonnes, of which at 
least 100,000 tonnes is appar- 
ently surplus to requirement. 

Fortunately for the tin mar- 
ket, disposals from the US 
stockpile are limited by legisla- 
tion - they can total no more 
than 5,000 tonnes this year. 

Mr John Harris, an analyst 
with the Rudolph Wolff com- 
modity broking house, says: 
“The possibility of legislation 
in the US. which would take 
three to six months, to release 
further stocks should not be 
dismissed as the effects on the 
market could be quite dra- 
matic. However, the US stock- 
pile is mainly of low-grade tin. 


fi nd its usage would therefore 
be restricted." 

Mr Frederick Dernier, metals 


analyst at Drexel Burnham 
Lambert, reckons tin prices aze 
likely to hold firm for several 
quarters ahead, but “the seeds 
of longer term surplus have 
already been planted. 

"Operations have been reac- 
tivated, and new low-cost dis- 
coveries have been made. Fur- 
thermore, we expect 
consumption to turn down in 
1990-91, due to the combined 
impact of a projected slow- 
down of the US economy and a 
correction from above-normal 
growth in tin demand in the 
past few years." 

He adds: “Longer term, we 
forecast tin prices weakening, 
but not collapsing back to the 
1986-87 lows." 

The efforts of the tin-produc- 
ing countries, to keep output 
down while stocks were 
reduced, the tin market 
susceptible to a physical 
squeeze this year, resulting in 
the sharp price increase. The 
tin producers are well aware of 
the dangers brought by 
inflated prices, and took steps 
to bring them back down by 
encouraging ATPC members to 
release stock to compensate for 
the market tightness. 

Current ATPC export quotas, 
which expire at the end of 
nextFebruary, are 106,400 
tonnes, with China and Brazil 
voluntarily restricting them- 
selves to 31,500 tonnes and 
10,000 tonnes respectively. 

The ATPC countries are 
unlikely to give up then- vigi- 
lance and, although they could 
not prevent the tin price fall- 
ing through the floor again, 
they could probably take quick 
action if the price were to go to 
what they considered to be an 
unnecessarily high level. So 
their voluntary restraint 
scheme is likely to be contin- 
ued for at least another year. 

*Intematianal Tin Statistics. 
£25. From Haymarket House, 
4th floor, 28 Haymarket, Lon- 


would therefore, don SWlY 4EQ (tel 01 930-0451). 


Kenneth Gooding 


METALLGESELLSCHAFT 


PERFORMANCE 
WITH RAW 
MATERIALS 


QSL - a revolutionary lead refining process from 
the MetatigeseHschqft Group - eliminates problems 
of waste disposal, reduces pollution, and boosts 
output And itis more economical 

Metallgesellschaft, a DM 15 billion corporation 
headquartered in Frankfurt, West Germany, is one 
of the few companies in the world with the multiple 
capabilities needed to deal effectively with all the 
complexities of raw materials projects. 

The Group's strategic concept calls for provid- 
ing complete, integrated service packages stream- 
lined for individual projects. Covering the entire 
scope of operations from raw materials exploration, 
mining, processing, and smelting to trading, mar- 
keting, transportation, and finance. 

A typical example of Metallgesellschaft ingen- 
uity is the lead refining process QSL, which com- 
bines the requirements of the environment with 
economical production. The “L” stands for Luigi, 
a Group company recognized worldwide as an 
innovative builder of process plant in the fields of 
energy, metals, chemicals, petrochemicals, and 
environmental protection. 

Unlike previous lead refining methods, the 
QSL process enables total consumption of manu- 
facturing waste products on a pollution-free basis. 


Plus higher output of the metal using substantially 
less energy. The elimination of pollutants also makes 
QSL especially attractive on the ecological front. 

With financing secured by Metallgesellschaft, 
Lurgi constructed the pilot plant, and operational 
knowhow has been provided by MG’s metal pro- 
ducing division. The Group’s ore trading units 
supply the raw material for smelting. And MG’s 
global marketing organization handles sales of the 
refined lead. 

The achievement with QSL demonstrates the 
capacity of the Metallgesellschaft Group to attain a 
strong market position as a producer in mines and 
smelters, as an engineer in plant building, and as a 
worldwide trader in concentrates and metals. It is 
no coincidence that the QSL process has been used 
in four out of five lead smelters built in the past 
four years. 

After more than a century of activity with raw 
materials, the Metallgesellschaft Group continues 
to set new standards of excellence and strengthen 
its multi-service capabilities around the world. 

Metallgesellschaft is a company you should 
know more about. 

rrm metallgesellschaft ag 

1 Reuterweg 14. PO. Box 10 1501. D-6000 Frankfurt am Main 1 
i-Ul Tel: (69) 1 59-0. Telefax: (69) 159-2125. Telex: 4 1 2250 mgf d 


Nobody does more with raw materials. 
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BASE METALS 4 


NICKEL: Richard Mooney examines the price riddle 


ALUMINIUM 


A stainless steel anchor Eyes on the 



THE PROBLEM with the 
nickel market at the moment 
is how to decide whether 
prices are high, low or indif- 
ferent. 

Ought the curr e nt price to 
be regarded as less than half 
the record level reached In 
May last year, or as more than 
twice the level ruling only a 
few months before that? 

Over the past year, this 
dilemma has often been appar- 
ent in the market's uneven 
reactions to the published 
level of stocks - which has 
been the main driving-force 
b ehind price movements. 

That stocks are low there is 
no doubt. The total held In 
London Metal Exchange regis- 
tered warehouses has occa- 
sionally been less than one 
day's non-communist world 
consumption, and never more 
than four days’. 

Indeed, it was the plunge In 
LHE stocks - from about 
7,000 tonnes, at the start of 
1987, to less than 2,000 tonnes 
In March 1988 - that laid the 
groundwork for the unprece- 
dented surge that lifted the 
LME cash nickel price from 
about $2,500 a tonne to a 
record $23,900 a tonne over 
that period. This peak cer- 
tainly owed much to the 
protracted export-tax dispute 
that halted Falcoubridge ship- 
ments from the Dominican 
Republic for months, yet the 
price trend was already 
upward when that factor took 
hold. 

It is not surprising that the 
market failed to hold above 
$20,000 a tonne for long; but, 
with stocks remaining low and 
stainless steel production con- 
tinuing Hi g h , thp nickel price 
has ranged freely in the 
$10,000 to $20,000 range with- 
out, until recently, threaten- 
ing to breach the bottom end. 
The recent fall below the psy- 
choiogically-important $5 a lb 
level ($11,020 a tonne) has 
brought this prospect closer, 
however. 

Apart from a transformer 
failure that halted production 


Nickel 

Cash metal (000 $ per tonne) 
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at an Inca plant in Indonesia 
for a while, processing prob- 
lems at another Inco plant, in 
Mnwitnhn, and the temporary 
closure of an Outokumpu 
plant in. Finland, the past year 
has been relatively uneventful 
on the supply side. But stain- 
less steel demand, which 
accounts for about 60 per cent 
of nickel consumption, has 
been strong enough to prevent 
nickel stocks building to a 
comfortable leveL 
Last year, non-communist 


November, wheat stocks were 
much lower CL308 tonnes, at 
one point); and another, dur- 
ing January and early Febru- 
ary, when they were above 
6,000 tonnes. Curiously, how- 
ever, tim highest price reached 
during the period Of Mtiw iidy 
low stocks was $14,350 a 
tonne, while the lowest price 
reached when stocks were at 
the high end was $16*550. 

Here is another curious 
thing. When UIE stocks rose 
to 4£48 a few week’s ago, the 


For most of the past 12 months, London Metal 
Exchange stocks have been in the 2,000 to 
4,000 tonnes range, but the market’s reaction 
has not been consistent 


world consumption of nickel 
reached 664,000 tonnes, while, 
by working at about 90 per 
cent of capacity, the suppliers 
produced 563,000 tonnes. The 
shortfall was not quite covered 
by imports from the eastern 
bloc, which totalled about 
79,000 tonnes, most of it from 
the Soviet Union. 

For most of the past 12 
months, LME stocks have been 
in the 2,000 to 4,000 tonnes 
range, but the market's reac- 
tion has not been cons is tenL 
There was erne period, during 
October and the first half at 


marke t dropped sharply to a 
19-month low of $10,5X5 a 
tonne; but the last tone stocks 
were that hi g h , in May, the 
price was about $14,000 a 
tonne; and the time before 
that, in February, it was 
$28,750 a tonne. 

Clearly the relationship 
between stocks and price lev- 
els cannot be expected to be 
very reliable - the LME 
wonld be a very dull place if it 
were - but disparities of this 
order nevertheless merit 

Mazket s entim e nt obviously 


influences price reactions to 
stocks, movements, and in toe 
nickel market sentiment has 
certainly become less bullish 
as industrial growth in gen- 
eral and stainless steel output 
in particular have shown signs 
of flagging. - 

A further consideration, in 
the case of nickel, is' the 
extremely low level of the fig- 
ures. Comparatively small 
shipments, in or out of toe 
warehouses, can have an 
apparently dramatic effect on 
tire total. This could offer a 
tempting prospect to would-be 
market manipulators. 

Mr Jhn T«mnn T awtah ana- 
lyst with Shearson Lehman 
Hutton, the financial services 
group, suggested that some- 
' tiling of the sort might have 
been behind a sudden jump in 
tiie LME stocks total to . an 18- 
imrti tii high in January. 

The cash price had been 
above $19,000 when the stocks 
figure suddenly singed 4^24 
tonnes to- 6,768 tonnes. Mr 
T ^iwim said- the most Hkdy 
explanation was that large 
continental European mer- 
chants, which had been taking 

n<pV»l nff t hff T.THR and “ hiding 

it away" to exaggerate short- 
ages, had decided to dump it 
all back, "to achieve the 
desired impact and make a big 
profit”. 

The p a ttern was repeated at 
the end of April, when a price 
rise to $16,600 preceded ttOt 
sudden doubling of LME 
stocks to 4,824 tonnes. Mr 
John Harris, analyst with bro- 
ken Rudolf Wolff, commented 
at the time that the appear- 
ance of the extra quantities 
suggested that supplies of toe 
metal were not so tight as had 
been widely believed! 

Whether or not these were 
cases of manipulators cashing 
in their profits, the relation- 
ship between stocks levels and 
prices has certainly seemed to 
become more tennoos over the 
ensiling months. But that 
could simply be because the 
market has got used to Its 
hand-to-mouth wWwwe . 


ALUMINIUM prices have fallen 
to less than half toe peaks of 
summer last year, when a com- 
bination of low stocks, produc- 
tion shortfalls and high 
demand sent toe London Metal 
Exchange- price of immediate- 
delivery metal to $4^80 a 
tonne, or SL94 a B>. 

Three-month metal was 
$3,000 a tonne less at the time 
- a more realistic view of the 
overall aluminium market. 
Fears' about nearby shortages 
pushed the spot price to toe 


Kenneth Gooding on mining and the environment 


Preparing for the green decade 


•The strongest argument of the 
detractors are that the fields are 
devastated by mining 
operations ... the woods and 
groves are cut down, for there is 
need of an endless amount of 
wood for timbers, machines and 
the smelting of metals. And 
when the woods and groves are 
felled, then are exter min ated the 
beasts and birds, very many of 
which furnish a pleasant and 
agreeable food for man. Fur- 
ther, when die ores are washed, 
the water which has been used 
poisons the brooks and streams, 
and either defrays the fish or 
drives them away .. . Thus, it is 
said, it is clear to aU that there 
is greater detriment from min- 
ing than the value of the metals 
which the mining produces." 
THIS EXCERPT from the very 
first mining textbook, De Re 


MetaUica, by Georgius Agri- 
cola, published in 1556, shows 
that the. prodntfign^jQf base 
metals has always caused con- 
cern among those who care 
abort the environment - 
However, today the so-called 
"green” lobby in the industriar 

The public thinks of 
deserted towns and 
scarred landscapes’ 


lised countries has developed 
considerable political clout. 
This is causing some metals 
producers to reexamine their 
priorities. - 

"The 1990s is going to be toe 
decade of the environment, and 
by the time the year 2,000 


comes, all of us will be commit- 
ted environmentalists, like it 
or noL-bfirau?gj.ite.ffi>^W 3 a^ i 

are real, Mr Roy AitKen,, an. 
'executive vice^presidehr-' of-' 

Turn , 

rfian Institute of Mining and 
Metallurgy. 

He urged the industry to 
become mo re p olitically 
involved and active: 

“Let’s acknowledge that the 
public at large think of us as 
people who work in holes in 
the ground. They think of big 
open pits. They think of tak- 
ings dumps, they think of 
blowing dust, they think of 
smoke emissions, they think of 
deserted towns and scarred 
landscapes, they think of 
everything that is negative in 
terms of our environmental 
impacts. Lets acknowledge the 



reality of that* 

Independent analysts, who 
Jba^e looked carefully at the 
en v ir onmental issues, suggest 
thf* hkely impact on the 
^production and use of metals is 
Hfffirnlt to judge. 

“But it may be the most 
important consideration for the 
mitring and metals i n dustr y in 
the green 1990s,” according to 
Mr Andrew Smith, an analyst 
with the UBS Fhfflips & Drew 
financial services group. 

“And because environmental 
pressures will not go away, 
these changes may be more 
profound than those which fid- 
lowed the 1970s oil price 
shocks,” he adds, in a detailed 
study hi Ms latest Base Metals 
Outlook. 

Mr Smit h says the impact of 
increasing green concerns may 
be greater on demand for met- 
a ls rat her than on mining and 
refining. 

“ft is conceivable that envi- 
ronmen tally-aware consumers 
in the 1990s will come to see 
goods more transparently, 
partly as a collection of raw 
material and energy inputs. 

“Attributes of durability and 
recydabiliiy will become even 
more important Experimenta- 
tion with metals and metal 
substitutes will increase. 
Where profitability and the 
environment are complemen- 
tary - Le. where industries 
can achieve cost savings in 
meeting these new, greener 
consumer demands - impor- 
tant implications for the inten- 
sity of metal use in the world 
economies could follow,” he 



On the supply side, Mr 

Environmentalists 
see Antarctica as a 
major test 


Smit h points out that mineral- 
rich developing countries are 
becoming more sensitive to 
environmental issues, and the 
demands such countries are 
beginning to make can be met 
only by larger companies. 
Undercapitalised, smaller 
companies will find it more dif- 
ficult to gain entry to what 
were once easy third-world 
pjckiiigs. hi this sense. Mg may 
be beautiful in the green 
1990s.” 

Mr James Stevenson, group 
environmental scientist with 
RTZ, the world's largest min- 
ing group, agrees that there is 
a dear evidence that the cost 
of environmental protection is 
going to go up in developing as 
well as industrialised coun- 
tries. “Even if third-world 
countries don't have criteria 
matching those in the devel- 
oped world, mining companies 
will have to comply with the 
higher standards,” he points 
out 

“Pressure comes from the 
prospect of international scru- 
tiny of their affairs." 

US pollution regulations. 


Mr Roy Alton: ‘By 2000, m'U 
all be environmentalists’ 

mainly established over the 
past 15 years and now among 
the most exacting, indicate 
what the industry faces. 

The Congressional Research 
Service (CRS) in 1986 estimated 
that compliance with toe Glean 
Air Act alone added 9 certs to 
toe cost cf producing of a D) of 
copper (estimated then to be 92 
a lb) and 4 cents to the 
cost of lead (24 certs). 

US primary metals producers 
spend abort 6 per cent of turn- 
over on pollution control - 10 
fiwiftH the all-industries aver- 
age. Canada's mfafag industry 
has put regulatory compliance 
costs at 8 per cent of operating 
costs. 

Most developing countri es do 
not have comprehensive envi- 
ronmental regulations - one 
reason why Chilean and Peru- 
vian copper smelters remove 
only between a third and a half 
as much sulphur dioxide as in 
toe US, according to toe CBS. 

However, the problems of 
enforcing regulations are likrty 
to keep even the more environ- 
ment-conscious developing 
countries lagging behi n d the 
developed world. Brazil's 
inability to curb unauthorised 
gold mining in Amazonia, 
which has led to rivers becom- 
ing polluted with mercury, 
highlights the problem. 

But the situation of Brazfi. 
with its tropical rain forest 
which is of importance to the 
health of the world as a whole, 
also shows tort the developing 
countries may u ltimately c ome 
under heavy pressure from lob- 
byists and governments in toe 
developed world. 

There is likely to be a grow- 
ing number of “no-go” areas 
for mining-, according to RTS's 
Mr Stevenson. 

Environmentalists see 
Antarctica as a major test An 
Antarctic minerals c on ven t ion, 
was agreed in June 1988, allow- 
ing extraction within tight 
guid eline s. But the pact has 
not yet been ratified, and a 
Greenpeace spokesman said 
moves by France and Australia 
to draw up a replacement con- 
servation treaty could put a 
stop to any plans for mining on 
the continent. 
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By the end of 1988, cash 
metal was $2J»46 a tonne, end 
throughout tills year the pace 
has continued to frtL Neverthe- 
less, the fundamental fectors ctf 
the 'market do not justify toe 
price more than halving; says 
Mr Ned Buxton, cf Shearson 
Lehman Hutton’s London min- 
ing, team. Demand is still ris- 
ing; production slowing under 
capacity restraints; and the 
rebuilding of stocks is taking a 
long-time. 

, The level of capacity utilisa- 
tion over the past couple of 
years has been remarkable, as 
producers have responded to 

snaring Hwnanrt 

Until recently, the transport 
sector in the non-communist 
world, which accounts for 25 
per cent of aluminium used, 
was booming, as was building- 
construction (22 per cent).' 
Meanwhile, the metal contin- 
ues to make headwa y in p ack- 
g gjng — aluminium iMHfainww 
now absorb about 18 per cert 
of output. 

Most analysts suggest that 
capacity usage is 97 to 98 per 
cent Mr David Morton, presi- 
dent and r y»ral iwg nffiwif 
at Alcan Aluminium, said in 
April that ft would be difficult 
to maintain this rate over the 
long term , and that “any Inter- 
ruption in production, by plant 
breakdown or strike, could 
affect the supply-demand bal- 
ance dramatically.” 

Mr Buxton says that, to all 
intents and purposes, all pri- 
mary aluminium « yp fl dt y haa 
been Winning flat out. This 


. r* 
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Aluminium Ingot* await export, at a. New South Wales smelter 

compares with 1982, when The demand side of the alu- 
capacfty utilisation was only . 75 minium -equation has" been 
per .cent., Jto jtesmbea Jhsu ej^fiteflqtet^odcteide^gpit.. 
industry as “amazingly trou- sumption of the metal rose by 
btefree so for partly because . 32 per cent between 1988 and 
tiie bulk of production is in fin last year. Metals and Minerals 


developed world.* Among the 

US* accou^?to ,I aboat^ r per 
cert of non-communist world 

atirmh rim n, flanada 11 per cent 
and Australia 8 per cert. 
Non-co mmunist output of 

aluminium bag increased. 

sharply in an effort to match; 


32 per cert between 1988 and 
last year. Metals and Minerals 
Research Services points out in 
its latest quarterly report; 
while OECD industrial gro wth 
over the same period was only 
21 per ..cent Jn Japan alone, 
demand rose by 25 per cent last 


market, with 15 per cent of 
total demand -fis expected to 
increase- consumption by 4,5 
-per cent ovdr last year, accord- 
ing to Shearson. Mr Buxton 
-points out that there ifi huge 
potential for growth in the Jap- 
-anese packaging sector, -where 
cans are continuing to replace 
bottles for beer. 1 
While the rote of increase of 

consumption is slowing,, over- 
all consmnptidii is still set to 
increase . slightly this, $ear. 
Shearson . puts it at 14$lm 
tonnes, a rise of lfl-.per, cert 

and a new high- , 

- Combined LME and produc- 
ers’ primary stocks Of alumin- 
ium have risen- from 1 a low: of 

- L4m tonnes, in May last year, 
to more than 1.6m tonnes^ The 

- stocks- tobonfcurtptfoft J ‘ratio 

- was less t&an sixweekrstthe 
end of 1988; and Shearson esti 
mates that it will be 03 weeks 
by the end of this year. The 
size- of - this year's surplus 

* “shoeld-not bold any meat ter- 
rors for the markfct/' Shearson 

• suggests. . ■ r: - -- — . 

Mr Buxton believes the bulk 
of the metal's- price Weakness 
‘is nowin' the past .and he 
expects an average LME; cash 
price of 90 cents a lb this year 
w and 80 certs a.Ib next year. 

Metals, and. Minerals. 1 Research 
* • Services is. forecasting 35 cents 
1 a lb for this year, anaT5 to 85 
-lb-next yeart-~- 

7 

I However, prices could jump 
s sharply if there Is any inter- 

1 rnption to the hard-pressed 
aluminium smelting industry. 

2 Shearson - points Out' that aln- 
f mina stocks are also low and 
; expected to remain low, so that 
t any problems would quickly 

affect smelter output 
l -.. , r In .any event, Mr Buxton 


• Non-communist output of year. anew. Hmua utupuL. 

aluminium has increased However, this year^demand In -any event, Mr Buxton 
sharply in an effort , to match ; *,has%gtowfl&-;dra par-^ , believes that, if his price fore- 

demand, although the rate of - rticnlarly rib tbeT which caste -are any where near cor- 

increase is slowing down/ accounts fobabont if- third pf 1 Tect, “it means two more good 
Shearson sqid last mortfr tlirt the marireti .The US construe-' - , yedrk for aluminium prodne- 
ortput . was set to rise bjfed* V tiohvd^rerttomoblle csdctorsf me?.' 
per cent to 1444m tonnes this have been relatively sluggish- 

year, after increasing by 7.3 per Japan - the second biggest David Blackwell 


fthammi said last mouth- tha t 
output . was set to rise b&ls: 
per cent to 1444m famws this 
year, after increasing by 7.3 per 
cent last year and R5 per cent 
in 1987. lids year should see a 
small surplus of supply over 
demand, after four years of def- 
icit. But no 'big .production- 
plants are scheduled: to comb, 
an stream in., the immediate* 
future, andShearsoh estimates 
that supplies will be in rfafirtt 
for the next two years. 

Beyond 1991, the picture 
starts to change, with green- 
field sites scheduled for the 
Middle East and Venezuela, 
although Shearson. points out 
rturf, Jn many cases, the financ- 
ing for p rojects has not been 
arranged, and the timing is i 
likely- to sh# - - - , e 

: The Middle Eastis a particu - 
lar area to watch, with govern- 
ments keen to make the region 
a major force in aluminium 
production by the mid-1990s, 
a ccor d ing to tfafaifa and Miner- 
als Research Services, the Lon- 
don consultancy group. Its lat- 
est report rites the plans by 
Alba in Bahrain for a $L2bn» 

420.000 tonnes per year expan- j 
sion for 1992; the possibility of j 
a 220,000 tonnes per year 
smelter at Yanbu, alto for first j 
production in 1992; and the fur- 
ther possibility of a $L2bn, 

240.000 tonnes per year smelter 
in Qatar. 






Zfhtt- 

I wad • ■*• - * • 

Tin 

NfckoJ 

Magnesium chloride 
Goto* 

Silver*. . . 

processwo: 

Alumina.. *•. „ 
Aluminium ; 

Zinc 
Lead 


'*£87 

!■,- 34 
" - 4 

1 

10 

119 


. .1012,-. 

i. w-v ,CK-- 

122 

117 

■; .st 


I— COOP toiws) 

1986 1987 1988 

1216 4,089 4,474 

5 31 46 

1 6 • 7 


1,499 . 1.469 1,687 

>Tm V" r 4no inn 


Nfctel ' f ” " 

Megneaiuni oxide • •. •'T- 
(deadtMinied/Mgh grade) 
Others - 

- 8 

flfr 

29 

5 

: 01 
.,32 

^ m - 

33 

1 . 01 

9 

91 

38 

. 8 

5 109 
' 42 

•¥ il 

SALES: 




•. - . 


r-*e 

Bauxite 

7,424 

1,379 

1.349 . 

1.464 

905 


Alumina ' 

958 

1,164 

1^01 

1^84 

1.484 

• m . 

AUmj tai urn 

70 

130 

* 153 

159 

159 


Zinc ’ 

' 12S 

•113 

124- 

131 

149 


Lead 

118 

127 

122 

143 

143 


Copper 

76 

70 

56 

44 

42 


Tin 

31 

28 

34 

33 

35 


Nickel 

. 18 

■ 13 

20 . 

,-21' 

17 


Magnesium oxide - 

104 

86 

81 

96 

111 

*c 

Gold* 

• 

- 

• 

22 

109 


Silver* 

- 

- 

- 

- 

218 


Others 

.47 

42 

37 

42 

48 



MINING 

AN EXPERT INSIGHT INTO A 
GLOBAL INDUSTRY 




. -v y-i 



'yj? 


James Capel 


THE INTERNATIONAL MINING DEPARTMENT 
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Guessing fee income proves a popular pastime 


By Robert Rice, UgatCorre epon de wl 


top 100 law Haas- ranked tty 
gross fee income has set off a- 
fresh round of ^acnlation on 
toe grogs fee incomes of the 
top Cttsr law firms.* • 

. The pot was given anofeer 
'little- iron? by The Economist 


the beading “AITsFair in Love 

gwws feeducdui-es of the iJK'B 
top 25 law firms , listed, by 


Clifford Ounce it estimated, 

with a tptal staff of 1,649, had a 
gross fee income last year of 
■between £8ari -aod-£2£AhT • 

It isnotctearbowtbis figure 
was arrived at, but h seems it 
most have been based; at least 
in part, pn the furtheraeser* 
tSon that CHffbrd Chance now 
polls in aJxrat E250,oob per lee 
earner, per.. year.. -Then they 
added a margin for error. 

Matfiswas never a strong a 
subject* but if CUfford Chance 
has 985 fee earners made up of 
195 partners, 577 assistant 
solicitors, 206 articled clerks 
and - 7 para-tegals, an average 
fee- income- of £250^)00 per fee 
earner, wonjd give the firm a 
gross fee income of more than 
&&BL , 

' Perhaps The Economist 
meant: the : flrm pulled in 
£250,000 per partner, or almost 
£49nj frOTn the partaers, with- 
the rest of the fee earners 
bringing 'groSS income up to 
.the £85zn to ZSl4m range. K is 
.not clear,however. 


J :•' Not snr^rfednfdy this has 
canted some interest in City 
legal tirdee. 

. Some Anns, unsble to con- 
tain themselves any longer 
. have ^he. peed to confide in 
: The Lawyer magazine cm the 
aifrjtei. 

^DfJ: Freeman A Co -and 
Ashurte Morris Crisp, while 
not ; actually admitting , that 
Ite Economlst’s eetiihates are 
xi^bt, ate prepared to admit 
fhm they are febiy adjacent as 
far as their, firms are con* 
craned. 

... Partners at other firms, how- 
ever, have suggested that The 
• Economist's estimates are 
pretty laughable. 

Good role of thumb " 

: One partner in a firm which 
is in the top 15 on the list even 
went as fer as .to; say that. if 
Tbe-Econbndst was'rlght, they 
would -all be bankrupt. 
Whether this is all bravado is 
hard to felL 

Until Anris fed oop^truiinwi 
to tell the world precisely what 
their annual fee income is, we 
shall never know. ' 

Until then, since eve r y o ne 
else is having a go, tt seems 
fair to tedulge in a Httfe specu- 
lation of our own. 

In the dd days it used.to be 
a good rule of tframb to say 
toat a solicitor would heed to, 
or was ejected to, being in 
roughly three tones salary or 


earnings in order to ™h» a 
firing. 

This was worked out on the 
basis that his or her fee income 
would be split three w a y s ; a 
third on overheads; a third for 
toe firm; and a third for him- 
self. 

FteHng on pom*, or not so 
poor, (dd Clifford Chanc e again 
(welli they are the biggest), 
taking the average earnings of 
• partners to be £100,000' a year, 
- toe average earnings of assis- 
tants to be £40,000 a year, aver- 
age salaries for articled delta 
to be £16JD00 and average earn- 
ings- of para-Iegals to be 
£25,000, we arrive at a total 
earnings bill of about £46m. 

tt this is multiplied by three 
according to our rule erf thumb, 
the gross fee income of Clifford 
Chance would be somewhere 
around £iS8m. 

Looking at it another way, if 
we assume that the average 
charging rates for the partners 
at Clifford Chance are £180 per 
hour, the average charging 
rates for all other fee e a rne rs 
are 290 an hour and we further 
assume (taking the Americans 
as a guide) that each fee earner 
tdHs about L800 faltahte hours 
a you*, the gross fee income of 
Glifford Chance would be 
about gift i™ 

Maybe that is making Qhwi 
too hard and charging toe cli- 
ents too much. Certainly it is 
yamwrtng fur too many billable 
hours, by the articled clerks. 
Bat allowances for 


such factors we would not be 
at an surprised tf the gross fee 
income of Clifford Chance 
turned out to be about £140m a 
year. 

Whichever way you look at 
it, it’s a fair bet tW the firm is 
bringing in more t han the 
£85m to £U4m estimated by 
The Economist Kit that’s only 
a guess. 

* * * 


Irish law graduates have 
scored a notable victory in 
their battle with toe Incorpo- 
rated Law Society of Ireland. 
In the face of a storm of stu- 
dent protest (with a little help 
from toe media the odd 
politician), the society has 
abandoned toe unofficial quota 
system it had been accused of 
operating through its profes- 

restrict toe number of entrants 
into the profession. 

fix what might be seen as a 
face-saving the soci- 

ety announced that its educa- 
tion committee now con- 
cluded a comprehensive review 
of its training of future solici- 
tors. In toe light of the antici- 
pated ne ed s of the profession 
and the opportunities for quali- 
fied Irish solicitors within the 
European Community post 
1992, a had (tedded to abandon 
the system it had been using 
for the past 10 years. 

From now an an Irish law 


graduates wlQ be exempt from 
the gntrnnrp the Final 
Examination-First Part (FE-FP) 
provided their degrees include 
passes in the six subjects of the 


The capacity of the society's 
law school will be significantly 
increased to accommodate 
more than the current 150 stu- 
dents each year (the figure at 
which the unofficial quota was 
set). • 

Those who are not exemp t , 
non-law graduates, will require 
a 50 per cent pass in each of 
the sk subjects of the FE-FP. 
Candidates passing three or 
more papers at one sitting wffl 
be able to carry them forward. 

The society has also decided 
in a somewhat extravagant 
gesture to mate the cfaangM 
retrospective in respect of law 
graduates who failed the FE-FP 
in recent years (subjects 
which, incidentally, they had 
already passed at degree level). 

“We have wiped the slate 
dean,” Mr Maurice Curran, the 
society’s president said. “We 
have abandoned the use of toe 
exam as a control mechanism." 

Well, not quite. What about 
toe people for whom toe exam 
was designed in the first place, 
the non-law graduates? Pre- 
sumably it was not Just the law 
graduates who fe& foul of the 
unofficial quota system. Surely 
there were non-law graduates 
who failed the at*™ not 
because they were not up to 
the required standard but 


because the sy s tem could not 
accommodate them. 

The society seems to have 
dug itself into a hole over this. 
The predicament it now finds 
itself in lends support to the 
calls from Irish politicians, 
most noticeably Mr John Bru- 
ton, deputy leader of Fine Gael, 
for the solicitors education and 
training system to be taken out 
of the exclusive control of the 
Jaw society and placed on a 
st atutor y footing. 

Meanwhile, toe review of the 
education system undertaken 
by the society is to continue. 

Slate wiped clean 

The intention is to create an 
educational system that will 
not only fit in with the Single 
Market, but one which will 
provide reciprocity with other 
countries. 

There are problems with rec- 
iprocity for the Irish however, 
according to diona OTuama, 
a solicitor with Linklaters & 
Paines and president of the 
Irish Solicitors in London Bar 
Association. One (tf them is toe 
requirement that solicitors in 
Ireland have to pass two exams 
in t he Irish lang uage. 

Until reciprocity has been 
sorted out, her advice to Irish 
law graduates who intend to 
pursue a career with an 
BngHfih firm is to quality here. 
It will save a lot of time and 
effort in the long ran, she says. 


Banking 

Lawyers 


2 lawyers to join its high profile legal team. 

The more senior post demands a mergers and 
acquisitions expert whose experience to date has 
preferably been gained in a financial institution 
dealing with European companies or in a City 
firm. The junior role is for a solicitor with up to 
1 year’s experience who has dealt with capital 
markets documentation either during Articles or 
since qualifying and is seeking to continue in this 
demanding area of foe securities market 

An excellent salary of up to £50,000 awaits the 
successful candidates, in addition to very 
attractive benefits including bonus, mortgage 
subsidy, private health scheme, car and non- 
contributory pension. 


Contact Pawn Thnmpaoa on 01-430 1711 
(01-807 08Z1 evenings) or write to her of 
Gnlum GUI & Yomag, 44-46 Uagnray, London WC2. 


GRAHAM GILL & YOUNG 

LECAL RECRI ITMENT CONSULTANTS 




PARTNER 


Our Client, a leading international City law firm, seeks a senior 
lawyer for its, Brussels office. .., v> 


Applicants will be either partners or senforassfistants in private 
practice or at the EC Commission or the European Court of 
justice^ Undoubtedly French speakers, they will relish the 
challenge of developing the firm’s Brussels office, working closely 
with its other offices and law firms in other Member States. 

The firm’s current and anticipated future practice embraces 
competition, anti-dumping, commercial policy (including trade 
law),, monitoring new developments and representing clients’ 
interests in EC matters. 

The total financial and, where appropriate, partnership package 
will be highly attractive, reflecting the importance and seniority 
of the position. 

For further information please contact Gareth Quarry on 
01-405 6062 (01-228 5345 evenings/weekends) or write to 
him at Quarry Dougall Recruitment, 9 Brownlow Street, 
London WCIV 6JD. 


QD 


QUARRY DOUGALL 


Dormer Luftfahit GmbH one of the leading manufacturers in aerospace industry with 
over 4,;»00 personnel, offers the opportunity to enjoy a career full of variety and 
challenge in one of our key-programmes the Damier regional for 

1990s. 

We are, therefore, looking for a 


Manager Contracts-Division 

who would like to work at Dernier’s near Munich, West Germany. 

i 

Responsibilities 

The successful candidate will be 
employed in preparing and negotiating 
proposals and contracts for aircraft sales 
and leases. 

Qualifications 

An attractive salary and benefits 
package is offered together with 
relocation allowance to West Germany. 

If you are interested to take up this 
opportunity please send your application 
and full curriculum vitae by stating 

VM-006/89 as reference number to 

The applicant should have a degree in 
Economics, Business Administration 
and/or Law and experience in the 
aircraft export industry. Fluency in 
..English wiU be a requirement. 

. r Additional knowledge of French and/or 
< . cGermanwroukl.be ^Harpciated. 

Dornler Luftfahit finihg 

Personalwesen, SL 20 

Postfech 3 

D-8031 WaBling 

4=- 

Dornler 

T 

Deutsche Aerospace 


Legal Appointments Appears Every Monday 

For more information please call 
Elizabeth Arthur on 01-873 3351 


A substantial, expanding; fatamattonai, privately-owned Group of Associated Refractory Manufacturing Companies Is seeking to appbjnta 
Company Secretary to commence irv March 1890 to succeed the present Group Company Secretary upon his retirement in November 1990. 

Reporting direct to the Board, duties w(B encompass a broad range cl activities Including, but not limited to. Company Secretariat 
Insurances; Pension Admftdatratfon; Payroll; General Office AcfinlntetraSon; monitoring corporate and other statutory matters of overseas 
Companies..- ; . 

Applicants may hate a legal quaUficatton but must be Chartered Secretaries ACIS/FCiS, in the age group 30M5 years, with the relevant 
experience required tor such an appointment * ' 

Attractive, competitive salary, Company ear, contributory pension scheme. Hie and medical insurance, relocation assistance If necessary 
being package offered^ ; - ■ * 

Apply in the first instance in cbnMewto with foff career dotaite and present salaiy ta- 

\ The Personnel Director, 

Hintidey Group of Associated Companies, 

... Samftron House, 

- Beauchtef, 

■ Sheffield S7 2RA 

Hinckley Group of Associated Companies 



Legal Profession 

The Financial Times proposes to publish this 
survey on: 

20th October 1989 

For a full editorial synopsis and advertisement 
please contact 

Wendy Alexander 
on 01-873-3524 

or write to her at: 

Number One 
Southwark Bridge 
London 
SE1 9HL 


FINANCIAL TIMES 

(IKOFI I liniHIUNIWIMKI 


Appointments Advertising 

Appears every Wednesday and Thursday 

For further information call 

Deirdre McCarthy on 
01 873 4177 


Legal Appointments 
Advertising 

Appears every Monday 

For further information call 

Elizabeth Arthur 
01 873 3351 


DUBAI MUNICIPALITY 




PREQUALIFICATION 

DUBAI CENTRAL LABORATORY PROJECT 

Dubai Municipality is planning to establish a 
sophisticated Central Laboratory Complex for Dubai 
Emirate. The Laboratory will be involved in testing food 
products, engineering materials, gems and precious 
metals, electrical appliances and protection of toe 
environment. 

The projected Central Laboratory wffl have a staff of 
about 250, a total floor space of some 18,000 m® and 
the site area will be about 35,000 m 2 . 

Consultants which are experienced in the design of 
laboratories are invited to participate in the 
prequalificaiion for this project Their representatives 
can obtain a copy of the project documents and toe 
questionnaire from Dubai Municipality. Supply and 
Contract Department, 3rd Floor, Office No. 309, 
Starting from Sunday the 1 7-9-89. 

Consultants may form a joint venture with others to 
cover the required expertise, whereby the ultimate 
responsibility will rest with the applicant The Client will 
be informed about the participants in the joint venture 
in advance and must approve changes during the 
project 

The selected consultant, if not yet having a trade 
licence, will be required to establish an office in Dubai 
and may enter into a joint venture with a local 
consultant 

Prequalification documents should be returned to the 
below address from Sunday 29/1 0/1989. Any 
incomplete documents wii! be ignored. Dubai 
Municipality reserves the right to reject any application 
without stating any reasons thereof. 

DUBAI MUNICIPALITY 
Supply & Contract Department 
Tender and Contract Section 
"Dubai Central Laboratory Project" 

P.O. BOX 67, DUBAI, UAJE. 

Queries can be addressed to the following fax 
number, with reference to the Central Laboratory 
Project, not later than 15/10/89. 

Fax 971-4-231795 

DIRECTOR 

DUBAI MUNICIPALITY 
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FT UNIT TRUST INFORMATION SERVICE 


For Current Unit Trust Prices on any telephone ring direct-08364 + five digit code 
(listed b clow). Calls changed at SSp per minute peak and 25p off peak, inc VAT 
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CURRENCIES, MONEY AND CAPITAL MARKETS 


/ - 


CURRENCIES AND MONEY REVIEW 


Bundesbank holds the key on rates 


IT WAS touch axuf go as to 
whether the Bank of England 
signalled a rise in bank base 
rates on Friday, bat the 
authorities decided that the sit- 
uation did not warrant it, as of 
then anyway. 

The decision not to increase 
rates was made easier by signs 
of greater cooperation within 
the Group of Seven. It may not 
have been coincidence that on 
the day when the market was 
becoming increasingly nervous 
about a rise in base rates, cen- 
tral banks other than the Bank 
of England were reported to 
have provided support for ster- 
ling. 

Publicity was given to the 
fact that the Bank of Japan 
bought the pound against the 
dollar in Tokyo on Friday, and 
that the US Federal Reserve 
and West German Bundesbank 
may have been involved in 
similar action. This leaves 
open the question about the 
next move on interest rates by 
the West German Bundesbank. 

C IN NEW YORK 


Fear of higher German rates 
hag been an important factor 
putting pressure on the pound, 
hut Mr Chris Tinker, currency 
analyst at UBS Phillips & 
Drew, believes the market “has 
probably got ahead of itself” . 

The Bank of England obvi- 
ously has a view on this,and it 
is not out of the question that 
it was the subject of a “toll and 
frank discussion" at the recent 
Group of Seven meeting in 
Washington, according to Mr 
Tinker. 

Analysts generally agree 
that the pound will be held 
above DM3.00 in the foresee- 
able future, even if this means 
persistent support tor the cur- 
rency. It was noticeable that in 
spite of the Bank of England's 
failure to raise rates on Fri- 
day .sterling held above a tech- 
nical support level of DM3.0225. 

The view from London on 
Friday evening was that the 
UK authorities would prefer to 
blame the Bundesbank for any 
rise in rates, and that if base 


rates are forced up to 15 per 
cent by the end of this week it 
win be part of a general move 
in Europe, reacting to Thurs- 
day’s Bundesbank council 
meeting. 

Nevertheless, the German 
central bank has shown in the 
past that it does not Hke being 
told what to do fay the market, 
and it could be that the Bank 
of England believes it can call 
the market's bluff on sterling 
because it does not expect an 
imminent rise in German 
rates. 

Mr Tinker believes the UK 
authorities may be aide to hold 
base rates at 14 per cent if the 
Bundesbank merely increases 
its Lombard emergency financ- 
ing rate by % point, but he 
concedes that pressure on ster- 
ling must grow if there is a rise 
of a full paint in Germany. 

It is argued in Germany that 
the Bundesbank needs to 
tighten its monetary stance, 
because of demand pull and 
cost posh inflationary pres* 
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FT-ACTII ARIES WORLD INDICES ' / : " 

Jointly compiled by The Financial Times Limited, Goldman, Sachs & Co., and ^ n ^ Na ^® St/W °° d 
Mackenzie in conjunction with the Institute of Actuaries and the Faculty of Actuaries 


sore. Demand pull is coming 
from rising prices of raw mate- 
rials at a time of high demand 
for German exports, and cast 
pash stems from accelerating 
wage rises. 

German inflation moved up 
to 31 per cent in September 
from 23 per cent in August 
and M3 money supply growth 
of 53 per cent in August was 
above the Bundesbank's target 
of 5 per cent 

The market will inevitably 
become increasingly nervous 
in the run up to Thursday's 
Bundesbank meeting, but it is 
quite possible that the central 
bank will wait a little longer 
before increasing rates. Mr 
Robin Hubbard at Paribas Cap- 
ital Markets {mints to the 
important armiMi congress of 
the German metal workers 
union on October 22. A rate 
increase at the council meeting 
on October 19, rather than this 
Thursday, would provide a 
timely si gnal to thi« gathering. 

Colin Miflham 


NATIONAL AND 
REGIONAL MARKETS 

Figure* In per m B mea 
Www number of stocks 
per grouping ' 

Australia 185).: 

Austria (la) 

Belgium (63) 

Canada (123) 

Denmark (36) 

Roland (2$) 

France (128) 

West Germany (97) ; 

Hong Kong (48) — , — 

Ireland (17) 

Italy (97)- —l 

Japan (455) — 

Malaysia (30) 

Mexico 

Motherland (43) 

New Zealand (20) 

Norway (24V, 

Singapore (26) 

South Africa (60) 

Spain (43) : 

Sweden (35) 

Switzerland (84) 

United Kingdom (306). 
USA (548) 


% change 
since 
0*0-30*88 


Pound 

Swung 

Index 


ti change 
Local local cur- 
Currency rancy since 
■ Index Dec.30 *88 

132.43 +17.6 

156A2 +76.9 
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11441 
9076 
7SL49 1 .- 


13082 
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Base values: Dec 31, 1986 = 100; Rnfand: Dec 31, 1087 = 110037 (US $ Index), 90-791 (Pound Sterling) and 9494 (Local); Nordic: Dec 30, 1968 ■ 
139.65 (US $ Index), 11445 (Pound Sterling) and 12022 (Local). 

Copyright, The Rnandal Times Limited, Goldman. Sacha & Co^ and County NaJWest Securities Limited. 1987 
CONSTITUENT CHANGE: Deletion: AEG (West GermamyK2»9/8Q. 
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No. 7,052 Set by.FRESCA 


ACROSS 

2 Has he most superior hab- 
its? (4-7,3) 

9 Smother Mng in feathas (5) 

10 Mac and Rutbte having Jctat 
trouhle (9) 

11 Tool a parH r rmo n t ^ rbffi n ggfl 
to prevent archaic people 
entering (3) 

12 Opening of novel set in 
region where games ta Va 
place (5) 

15 Serious composer’s lodging 
in East Street ( 7 ) 

16 Work backwards — and tot- 
wards m deck (4) 

U See l down 

20 Following car smash in the 

caufag of rjmwawmn tin-r> (g 

writing satire (7) 

23 See 28 

24. Close call, chanrtng into 
ninth gear (<L5) 

28 Stage production by ton 
northern town (9) 

27 Consumed in June - a ten- 
der morsei © 

28 and 23 London theatre set 
to music? (3,5) 

29 Big temptations outside fol- 
toring record revelations 

„ ^ DOWN 

1 and 18 Conservative after 
^“oiflnt’s a treat for the 
children (7.5) 


2 Customers for hop press, 
perhaps <8) 

8 Social get-together - and off 

to church (5) 

4 Set out to swallow a Take? 

Meet strange! (7) 

8 No money left for Pia- 
no - and ridiculed about it! 
<M) 

B Bring down our carriage? (g) 

7 Many speak - aorto voce, 
presumably (6) 

8 Drink rematerialised In 
trance (S) 

14 DQHtred of s^rit - or cut 
dead outaMe? (9) 
lfl Kind of sugar to Isold back 
- incase® 

17 Fanties one publication that 
lacks A, Z - and S (81 

19 Orkney’s quite a change 

from this New Ymk district 

‘ 

20 Caught cutting fo ot w ear ? A 
disgrace! (7) 

21 It's between flows where 
you need strong (Humilia- 
tion (6) 

83 Summons ™*i«w man 

squirm (6) 

25 “ — where yon sit shall 
crowd Into a shade 1 * (Pope) 
(5) 

The solution to last Saturday's 
Prt» puzzle wfll be pubhslied 
with names of winners on Sat- 
today October 14. 
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NYSE COMPOSITE PRICES 


OVER-THE-COUNTER 


Nasdaq national market, 
4pm prices September 29 
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A n oil pointing of Tre- 
vor Clay sits in a 
cardboard box 
waiting to be 
removed and the frescoed stair- 
case of the Royal College of 
Nursing shows the ruin of the 
Roman empire. It is the end of 
an era; today Christine Han- 
cock will take over as the Brit- 
ish. trade union leader who 
exercises most influence on 
government 

The RCN, a strange hybrid 
of professional organisation 
and union, is accorded privi- 
leges by the British Govern- 
ment that it no longer bothers 
to extend to other onions. Cab- 
inet ministers attend its 
annual conference, praise its 
repudiation of industrial action 
and open their doors to its 
leader. 

For the past seven years, 
that person has been Trevor 
day, a former male nurse with 
one O-IeveL He presided over 
an unprecedented growth in 
the RCN's membership and 
influence as nurses flocked to 
it after a round of protests over 
pay in 1982. From 169,800 mem- 
bers in 1982, it has risen to 
284,700 today. It has come to 
dominate public debates about 
nurses* pay and work. 

Mr Clay, who is retiring 
because of £□. health, was an 
adroit politician. He led the 
RCN with passion, emphasis- 
ing the loyalty of nurses to 
their patients. The Govern- 
ment cited the RCN's modern- 


BAT: the 
lessons for 
corporate 
‘parents’ 

B AT Industries’ self-d 
memberment in the ft 
of the threat from H< 


B AT Industries’ self-dls- 
memberment in the face 
of the threat from Hoy- 
lake has no general lessons for 
other conglomerates. Or so we 
were told last week, with 
unseemly haste, by the rattled 
bosses of other conglomerate 
p reda tors- turn ed-po ten tial- 
prey, notably the chief execu- 
tive of BTR. 

They must have been joking. 
Tou do not need to be schooled 
in the new theory erf focused 
Corporate parenting” to 
recognise that BAT’S shedding 
of two once incized planks of 
its long-standing diversifica- 
tion strategy - retailing and 
paper - have plenty of lessons 
not only for other conglomer- 
ates, but also for more nar- 
rowly focused companies of 
every shape and size. 

The first lesson is that it is 
no longer safe, nor responsible 
to shareholders, for a company 
to hang on too long to diversi- 
fications which have foiled to 
live np to their promise - to 
which, more to the paint; the 
parent has found it can add 
inadequate value. 

Second, it is no longer sensi- 
ble (nor, again, responsible) to 
diversify in several directions 
at the same time. The once- 
foshionable notion of owning 
businesses in several quad- 
rants of a four-box portfolio 
matrix still has its uses as an 
analytical tool, and can some- 
times be applied literally - 
bat not If the businesses have 
little in common with each 
other. To own a cash cow in 
tobacco, and a supposedly 
“star” business in insurance, 
is questionable enough in 
itself, without having two far- 
ther types of business in other 
quadrants. 

Third, the “parenting” Issue. 
It is no longer adequate for a 
diversifier to claim business, 
geographic or technological 
synergy between its subsid- 
iaries. For a diversification to 
be successful, it needs also to 
fit the parenting skills of the 
group’s head office. The HQ 
may be a natural finanntai 
controller (like GEC, for exam- 
ple), or it may be good at 
coaching its businesses by 
sharing skills across them, 
like Unilever. It may, instead, 
be a natural hands-on “orches- 
tra tor”. But since the sort of 
expertise required is different, 
it Is unlikely to be good at 
more than one of these roles, 
and certainly not at all three. 


The special skills 
required of a parent 


The Monda y Interview 


New guardian of 


nurses’ welfare 


Christine Hancock, general secretary of the Royal 
College of Nursing, speaks to John Gapper 


It was a dub that the RCN 
opposed. The college is critical 
of the Government’s proposed 
NHS reforms, under which hos- 
pitals axe being encouraged to 
become self-governing and 
establish an internal market 
In 2984, it h a d misgiv- 

ing about the introduction of 
general management But Ms 
Hancock says that reform has 
proved worthwhile. 

“1 think aspects of it have 
been working well, but no 
other organisation would intro- 


PERSONAL FILE 


tion as justification for the pay 
review body that has awarded 
nurses higher pay increases 
than other groups of public 
servants have achieved. 

Ms HancoCk’s approach is 
likely to be more analytical 
and measured. With a degree 
In economics and a shining 
career in NHS management, 
she acknowledges that she is a 
“gamekeeper turned poacher." 
Nor did foe even apply for the 
job Initially; Mr Clay per- 
suaded her to put her name 
forward after the first round of 
candidates was rejected. 

It is an irmianai background 
for a union leader. Despite 
being active within the RCN, 
she has not served her time as 
a full-time officer in the tradi- 
tional mann er. She was a star 
of a previous Government reor- 
ganisation of the NHS, becom- 
ing the first woman and nurse 
to head one of the 182 district 
h ealth authorities in Rn gland 
and Wales. 

She did not go completely 
native, she insists. “Those 
members who do not know me 
will need reassuring that 1 am 
first and foremost, and passion- 
ately, a nurse,* she says. 
“Many of the nurses who 
became managers, because the 
culture required it, would say 
1 am a general manager who 
used to be a nurse.’ I never 
said that, and 1 was often ques- 
tioned and challenged for not 
having whole-heartedly joined 
the dub* 


Christopher Lorenz 


1943 Born. 

1962 Trainee nurse. King's 
College Hospital, Lon- 
don 

1906 Ward sister, National 
Heart Hospital. London 

1969-71 Economics degree, 
London School of Eco- 
nomics 

1970 Research Assistant, 
DHSS Nursing Commit- 
tee 

1976 Area Nursing Officer, 
Camden and Islington 

1982 Chief Nursing Officer, 
Bloomsbury 

198S District General Man- 
ager, Waltham Forest 

1989 RCN general secretary 


duce such radical change in 
1984 and then talk about tam- 
ing it upside down again five 
years later,” foe says, “It is 
time they stopped tampering 
with It and realised it is the 
delivery of health care that is 
complicated and not the organ- 
isational structure.” 

That delivery is becoming 
more difficult on both the 
demand and supply sides. In 
Britain, as In other countries, 
the health care industry is 
being put under strain by 
demographic changes that are 
simultaneously reducing the 
potential workforce and 
increasing the need for care of 
the elderly. At the same time 
consumers’ expectations of 
health care are rising. 


The impact on nurses is per- 
aps greater than any other 


haps greater than any outer 
group of health workers. Short- 
ages of nurses with special 
rHniftal skills will ahnost inevi- 


tably grow. The scarcity of 
nursing recruits has prompted 
the Government to talk of reor- 
ganising work so that the more 
mundane nursing tasks are 
carried out by care assistants. 

There is talk of substitution 
at the bonier Hne with doctors 
as well: one Oxford hospital is 
advertising for a surgical assis- 
tant with nursing qualifica- 
tions. As a professional body, 
the RCN wants a stable role for 
nurses; as a union with an eye 
on expansion, it is considering 
admitting unqualified nursing 
assistants for the first time. 

Ms Hancock is cautious 
about how for the boundaries 
should be blurred at either 
mid. She cites Virginia Head ar- 
son, 92- year-old figurehead 

of American nursing. “I 
remember Virginia saying 
‘You've got to be carefnl when 
yon take thing s from the doc- 
tors, because when they've got 
nothing else to do they’ll sure 
damn well take them back 
again’,* she says. 

She suggests that patients’ 
needs should determine who 
cares for them. “If you are on 
all sorts of Ure-support 
systems, yon don't want a care 
assistant even cleaning your 
teeth. If you are elderly and in 
a residential home, clearly 
they could do quite compli- 
cated things. They could look 
after you totally," foe says. 

The nurse would then 
become more skilled, but the 
role would remain distinct 
from that of a doctor: the 
“nurse practitioner" role cov- 
eted by the profession. “Skilled 
nurses are increasingly going 
to have to be people who make 
assessments, and monitor and 
evaluate, and teach and sup- 
port other people, including 
the families and the patients 
themselves, to carry things 
out,” she says. 

She cites the health care 
systems of the US and West 
Germany, which. In giving fees 
for service to doctors, inadver- 
tently encourage a high rate of 
surgery. “It is the politicians’ 
great nightmare that public 
expectations will send the 
costs through the roof but in 
fact it is paying the profession- 
als that sends costs up - - - 
(West Germany and the US) 


The headquarters may be 
able to adapt Its style to toot a 
new acquisition, but the time 
tt takes to learn the necessary 
skills is usually longer than 
that required for shareholders 
- or raiders - to grasp that 
the business would probably 
perform better under alterna- 
tive ownership, or on its own. 

It is the specialised nature 
of most parenting skills which 
explains the success of Han- 
son. From the outside, this 
organisation may look like a 
traditional conglomerate, but 
at heart it exploits its special- 
ist skills by restricting most of 
its acquisitions to mature 
businesses with a particular 
set of characteristics. 

BTR has been rather less 
choosy, and Is therefore more 
exposed, while BAT has foiled 
to follow an equivalent path, 
and Is now paying the price. 
Protestations that its tobacco 

mnrtuting alrilk aw transfer- 
able to insurance remain not 
entirely convincing. 

Where does all this leave 
companies in the UK and US 
which not only want to diver- 
sify. but need to if they are to 
continue to exist? Option one 
Is to run themselves down, 
and return their shareholders’ 
money - hopefully with inter- 
est. Option two is only to 
diversify into fields which 
really are synergistic, as Pfik- 
ington has done from flat glass 
into other optical products. 

In today’s Investment cli- 
mate this may prove to be a 
rocky road - tt is not long 
since the glass giant nearly 
feU prey to a voracious BTR - 
but at least one’s shareholders 
can easily see the sense of 
what one Is trying to do. 

Even then, as PiUdngton 
found, it may be a dose shave. 
One of the reasons was that it 
had not been a perfect parent, 
It had failed to Learn sufficient 
marketing skills, and to coach 
its subsidiaries in them, in 
order to reinforce their tradi- 
tional strengths of productiv- 
ity and technological innova- 
tion. Today’s successful parent 
must not only possess appro- 
priate skills, but a full panoply 

of thorn. 


Jury trial deters 
potential defamers 

W HEN Pressdram Ltd, 
the publisher of Pri- 
vate Eye, goes to the 
Court of Appeal this week. 


challenging the jury award of 
£600,000 for a libel which, it 
felled to justify, all other pub- 
lishing eyes and ears will be 
heavily concentrated on issues 
that go beyond the immediate, 
single award of damages. 

The immediate issue con- 
cerns the widely held view - 
in newspaper circles at least - 
that jury awards in libel 
actions are unprincipled, arbi- 
trary and currently markedly 
excessive. In June 1987, a jury 
awarded £450,000 to an individ- 
ual plaintiff against an obscure 
Greek magazine. This was fol- 
lowed a month later by the 
award in the Jeffrey Archer 
case of £500,000. Two separate 
jury awards of £260,000 and 
£300,000 were handed down in 
two later cases in 1987 and 
1988. 

Hie size of these awards is 
not entirely new - juries have 
always been on the generous 
side in assessing the value to 
be put upon an individual’s 
loss of reputation. But recently 
they have been coming in 
quickfire succession such as to 
make newspaper proprietors 
and editors uneasy and even 
unnerved. 

They are acutely aware that 
individuals who claim that 
they have been defamed are 
not slow to use the threat of 
jury triaL These individuals 
know that there are rich pick- 
ings to be had at the mid of the 
process by forcing unrealisti- 
cally large set t l emen ts out of 
the publishers when the words 
complained of may be accu- 
rate, but where there is always 
room for argument about their 
possible inferential mea ning . 
The newspapers are in such 
circumstances being coun- 
selled to pay quite large sums 
of money for fear of inordinate 
awards by juries and the very 
high cost of litigation. 


IUJI 


JUSTINIAN 


particular award has gone 
beyond all reason in its sup- 
posed reflection of the proper 
compensation for an injured 


reputation - topped up by 
aggravated or punitive dam- 


Jraies are nowadays used in 
a tiny fraction of civil actions 
in the courts. A party may 
demand a jury today In prac- 
tice only in libel cases and 
“police cases” (actions for false 
impriso nment and maliffinna 
prosecution). The right is fre- 
quently exercised. By contrast, 
cases of personal injuries, 
divorce and commercial cases, 
which have all at one time 
involved the use of juries, are 
now almost invariably tried by 
a judge sitting alone. In the 
case of personal Injury litiga- 
tion, where the eclipse of the 
jury has been the most recent 
(in 1933) special questions con- 
cerning the assessment erf dam- 
ages provide a parallel situa- 
tion. 


The problem for publishers 
is exacerbated by the reluc- 
tance, not to say severe reti- 
cence, of Appeal judges to 
interfere with the jury award^ 
particularly where the award 
is so much the product of a lay 
opinion without any guiding 
principles rather than rational 
calculation arrived at by pro- 
fessionals. And if the Court of 
Appeal should feel that the 


aggravated or punitive dam- 
ages because of the detainer's 
conduct in the process of 
defaming the individual - the 
present rule is that the court 
cannot substitute its own 
appropriate figure for that of 
the jury’s. The award must be 
set aside, and a new jury has 
to be enpaneffed. 

The effect of this abdication 
of function is perhaps not so 
disastrous. Faced with the 
prospect of further litigation, 
the parties almost invariably 
compose their differences, and 
a compromise figure is 
reached. If that is the common 
experience, why not save time 
and expense and agree to let 
the Appeal judges fix the 
appropriate award? 

The Court of Appeal can do 
little about the use of jurors in 
libel actions. Only Parliament 
can take away or restrict the 
rights and demand for trial by 
jury. It is surprising, however, 
that the recommendations of 
the Faulks Committee nearly 
15 years ago have gone 
unheeded. That committee said 
that the courts should have a 
discretion, depending on the 
circumstances of each case, to 
decide whether or not, in the 
Interests of justice, there 
should be trial by jury. The 
committee farther recom- 
mended that the jury’s duties 
in libel cases should be limited 
to making finding s on liability, 
with damages being assessed 
by the judge. Assessment 
would be made on the jury’s 
indication whether the dam- 
ages should be “substantial, 
moderate, nomi nal or contemp- 
tuous." 


The persistence of jury trial 
i the limited classes of libel 


in the limited classes of libel 
cases reflects a social need for 
wanting a broad judgement 
from a random group of repre- 
sentative laymen. Hitherto, 
attacks on peoples’ reputations 
arose in innumerable ways. 
Libel was the happy hunting 
ground of the noted and the 
notorious, and occasionally 
served as a forum for sorting 
out personal grudges between 
neighbours. But the scope and 
extent of the media in contem- 
porary society have indicated 
that the prime social function 
of the libel suit has been, and 
will increasingly continue to 
be, an instrument of control of 
the misuse of power by the 
press and broadcasting. 

The media watch carefully to 
see that they do not take unac- 
ceptable risks of libel action, 
libel lawyers scour the jour- 
nalists’ copy. Insurance is a 
major factor. Insurers play an 
important part in deciding 
whether potentially defama- 
tory matter finds its way in the 
insured’s publication. 

Jury trial thus is a powerful 
influence as a deterrent to 
potential defamers. The size of 
Jury awards is constantly a 
matter of acute interest to the 
media. The oft-asserted criti- 
cism that an injured reputation 
appears to be infinitely more 
valued by society than is any 
physical damage that may be 
done to a person may ulti- 
mately persuade the courts to 
slim down the size of libel 
damages. A reversal of the 
£600,000 damages awarded 
against Private Eye might be 
the first step in that direction. 


have much higher hysterec- 
tomy and appendectomy rates: 
the things that you cannot 
think of any good reason for 
doing other than the financial 
incentive to operate,” aim says. 

In Britain, giving greater 
influence to patients leads to 
more cost-effective treatment, 
she believes. “In maternity, 
women have grabbed at 
shorter length of stay rather 
than doctors imposing it On 
the whole the consumer move- 
ment Is less interven- 

tion, and the more you have 
intervention and high-cost 
obstetrics the longer length of 
stay you have. They may not 
actually say shorter lengths of 
stay - but in effect that is 
what they are saying.” 

A countervailing trend is the 
need to fit health care around 
the availability of staff Hospi- 
tals. prefer to operate during 
the day, and sometimes induce 
births at a time convenient for 
the doctors and nurses. Ms 
Hancock says more day sur- 
gery - which is less costly in 
nurse time - would save 
money. 

She even sees hospitals mov- 
ing towards scheduling sur- 
gery during school terms in 
order to attract more mothers 
to work as nurses. Tt is a fine 
balance between making the 
customers fit the staff and 
making the staff fit the cus- 
tomers,” she says. 

Amid growing fears about 
staff difficulties, the NHS is 
trying to alter what Ms Han- 
cock calls The Passcbendaele 
theory of woman manage- 
ment " - the tradition of whole 
generations of nurses leaving 
the profession in waves to have 
children and not returning. 
She believes it could retain 
more of those who leave by 
attending to the stresses of the 
job »nri providing staff counsel- 
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“We recruit people when 
they are pretty young, take 
them away from home when 
they are still growing up in 


lots of ways, and put them 
through really quite horren- 
dous experiences. However 
well staffed and managed, 
some of the things nurses see 
and have to do are pretty trau- 
matic. It is amazing how well 
they cope, but it is often 
despite employers' endeavours, 
not because of them,” she says. 

She cites the employee assis- 
tance programme run by 
American Medical Interna- 
tional in the US as an example 
of a health company providing 
staff counselling and support, 
for hard-nosed financial rea- 
sons. She also holds out hopes 
of the number of male nurses 
rising from the current level of 
10 per cent as more people 
choose to change careers in 
their mid-205. 

Ms Hancock’s most immedi- 
ate problem remains the Gov- 


ernment’s proposed reforms. 
So far the British Medical 
Association, representing doc- 
tors, has attracted most criti- 
cism from the Government for 
its opposition. The RCN has 
remained out of the limelight, 
but that may change when Ms 
Hancock holds an Inaugural 
press conference today. 

The reforms will affect her 
members' pay and conditions 
as well as their working 
responsibilities. The self-gov- 
erning hospitals are to be 
allowed to opt out of 
inn g - ^Hmding national pay bar- 
gaining arrangements. The 
RCN has opposed local pay 
variations, and fears that the 
hospitals will also distort the 
newly introduced national din- 
leal grading structure intended 
to give a dearer career pro- 
gression for nurses. 


Tt would be disastrous at a 
time of rising shortages and 
impending need if nobody took 
an overview over recruitment 
and retention, and pay and 
conditions. We want to see 
national scales remaining in 
place, and any suggestion that 
local bargaining might get rid 
of the grading structure before 
it has even arrived properly 
would cause mayhem,* she 
says. 

Although Mr Clay’s oratori- 
cal powers will no longer be 
deployed against the reforms, 
Ms Hancock can be . equally 
scathing, despite her cooler 
manner. T have no sympathy 
with sudden change on a ser- 
vice as important as this to 
achieve political ends. They 
have not convinced me that 
these changes will improve 
care to patients,” she says. 



Today QUICK EUROPE LIMITED 
proudly announce the official opening 
of their new Swiss office in Zurich. 


The opening of the Zurich office is an Important development in 
QUICK'S continuing commitment to the European financial markets. 


QUICK provides on-line teal time global financial information to brokers, dealers, 
portfolio and investment managers. . 


Information gathered from more than 1000 leading sources worldwide, allows the 
QUICK- 10E system to present a wide range of financial instruments, from equities 
and bonds, to precious metals and money markets. 


For more details, please contact: 


QUICK EUROPE LIMITED (Zurich Brandi) 


MrMasayuld Noguchi 
Manager 


WabenluH»8bR»se 4 
8001 Zorich 
Switzerland 


■Tel: 01 212 19 19 
Fax: 01 212 09 06 
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